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(1)

THE PRESIDENT’S FISCAL YEAR 2005 BUDGET
REQUEST FOR THE SMALL BUSINESS

ADMINISTRATION

THURSDAY, FEBRUARY 12, 2004

UNITED STATES SENATE,
COMMITTEE ON SMALL BUSINESS AND ENTREPRENEURSHIP,

Washington, DC.
The Committee met, pursuant to notice, at 9:35 a.m., in Room

SR–428A, Russell Senate Office Building, Hon. Olympia J. Snowe,
Chair of the Committee, presiding.

Present: Senators Snowe, Crapo, and Pryor.

OPENING STATEMENT OF HON. OLYMPIA J. SNOWE, CHAIR,
SENATE COMMITTEE ON SMALL BUSINESS AND ENTREPRE-
NEURSHIP, AND A UNITED STATES SENATOR FROM MAINE

Chair SNOWE. The hearing will come to order.
Good morning and welcome to this morning’s hearing on SBA’s

budget proposal for fiscal year 2005. I want to thank Administrator
Barreto for being here this morning to examine some of the issues
regarding the SBA’s blueprint for priorities as well as several small
business representatives who are also here to testify in the second
panel.

I know the Administration has made the economy, and specifi-
cally job creation, the cornerstone of its agenda and I could not
agree more. As economic signs appear to be pointing in the right
direction, we must also move heaven and earth to ensure that jobs
remain job one, if this recovery is to be meaningful to Americans
in their every day lives.

So as we explore the SBA’s bottom line for fiscal year 2005, we
must do so understanding that the bottom line for Americans is
that 23 million small businesses are producing over 50 percent of
the gross domestic product and that our Nation’s small businesses
have consistently created three-quarters of the new jobs in the
United States.

Specifically, SBA programs have contributed to the creation of
nearly 6 million jobs since 1999, a remarkable record of achieve-
ment in challenging times. Moreover, according to the SBA’s own
analysis, reauthorization of the Agency will result in an estimated
3.3 million jobs over the coming 5 years with the SBA and its pro-
grams predicted to support over one million jobs over that same pe-
riod through prime contracts and subcontracts.

So there should not be any doubt about the critical role that
small businesses play in putting Americans to work. And if that is
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not enough, when you consider that the Small Business Adminis-
tration budget represents only .03 of 1 percent of the Federal budg-
et, yet at the same time small businesses are creating about three-
quarters of all new jobs in America, can there be any question that
assisting our small businesses is not only an investment in our
country’s economic future, but also the future of the fiscal health
of our Federal Government?

Therefore, I come to this hearing to examine some of the issues
that have been raised with respect to the $678 million budget re-
quest of the Small Business Administration. This represents a 15
percent decrease from the 2004 request. And we have to examine
some of the issues concerning whether or not we are sacrificing
vital assistance to the very entities that are putting people at work
which I think we can all agree is our mutual goal.

This morning I will be listening very carefully and analyzing the
SBA’s budget line-by-line, because I believe that we have an obliga-
tion to ensure that we can continue not only to maintain, but also
to strengthen and improve the SBA’s key loan and assistance pro-
grams. I have heard time and again, from my constituents in
Maine and throughout the country that SBA’s key loan and assist-
ance probrams are critical lifelines to the job generators that we
call small businesses.

Specifically, the SBA’s lending and investment capital programs
are two of the Agency’s central resources in providing small busi-
nesses with capital to grow, expand and operate. In fiscal year
2003, the SBA approved a record number of loans and venture cap-
ital financed more than $16 billion for small businesses. Those loan
programs, such as the 504 and the 7(a) loan programs have a prov-
en record of helping small businesses to create and retain more
than 2 million jobs throughout America.

In 2003, the 7(a) program alone reached a level of $11.3 billion
in loans. Yet, as I have expressed many times, I have been deeply
concerned about the management of this program over this past
year in particular. In June of 2003, this Committee highlighted the
potential for a shortfall in the 7(a) loan program and that shortfall
occurred just last month, resulting in a shut-down of the program.
Obviously, we have got to prevent this from recurring. And I am
committed to finding a long-term solution to funding the needs of
the 7(a) program.

What that will require is the fullest possible disclosure from SBA
regarding the past performance of this program and the data nec-
essary to conduct a complete analysis and develop options for the
future so that we can prevent this from recurring? Only by com-
pletely understanding the accounting for the program will we be
able to construct the best possible solution to assist small busi-
nesses and ensure that they do not have to suffer from an incon-
sistent program or from unnecessarily high loan fees. And I will be
looking to the SBA for that accountability.

Moreover, while recent years have been difficult times for busi-
nesses seeking venture capital, the SBA has allowed for venture
capital at a far greater level than would otherwise have been avail-
able. Indeed, over the last 5 years the Small Business Investment
Company Program alone has made more than 20,600 investments
in small businesses with a total value of $19.4 billion with a divi-
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dend of the creation and retention of approximately 549,000 jobs
and 4,800 investments to small businesses during this past year
that totals almost $2.5 billion in equity and debt capital.

This is strong evidence that this program is worthy of our contin-
ued support to guarantee that it continues to benefit emerging
businesses.

Finally, we must ensure that we continue to build on the suc-
cesses of SBA’s Technical Assistance Programs. When we know
that for every dollar we spend on counseling through the Small
Business Development Centers creates $3 in return in the form of
tax revenues while creating 64,000 new small businesses and re-
taining 68,000 jobs in fiscal year 2002; and, when we know that the
SBA’s Women’s Business Center Program has helped to create
more than 2,000 new small businesses and retain almost 5,000 jobs
through its unique training and counseling programs. Given the
successes of these programs, who could argue that they are indis-
pensable?

So I will want to be assured and convinced that these programs
will be strengthened, not jeopardized.

Today, I also look forward to hearing from each of our partici-
pants on the SBA’s budget proposal and its potential implications
for small businesses. Your input is essential to identifying any bar-
riers that might limit the success of small business. Because in the
end, the SBA is one of our most valuable resources for ensuring the
success of small business.

As Chair of this Committee, I look forward to working with the
Administration and with the Administrator, to assure that busi-
nesses can benefit and prosper in the future.

So it is my pleasure to recognize a colleague from Idaho, Senator
Crapo, who has been a real champion of small businesses and I
welcome you. Any comments?

OPENING STATEMENT OF HON. MIKE CRAPO,
A UNITED STATES SENATOR FROM IDAHO

Senator CRAPO. Thank you very much, Madame Chair and I do
have a few comments.

First of all, I want to indicate that it is interesting as I listen
to your remarks that you pretty much gave my speech. So I can
make this short and associate myself with your comments.

Administrator Barreto, I welcome you here and I want to tell you
that, although you will hear some concerns from us today about the
budget that the SBA is presenting to Congress, I want to person-
ally thank you for your leadership at the SBA and for your atten-
tion to Idaho and to the needs of people in Idaho and your recent
trip there.

In fact, I was just on the radio doing an interview today talking
about some of your upcoming activities in Idaho for some of our
Hispanic community members. And again, I appreciate that very
much.

I also want to say, by way of introduction, that I will not be able
to stay for the whole hearing. I have three hearings today going on
at the same time. Secretary Thompson is front of the Budget Com-
mittee right now and Chairman Greenspan is in front of the Bank-
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ing Committee, and I have got to be with you and with both of
them. And so I apologize if I have got to step out.

I do ask, Madame Chair, that my questions and so forth that I
may not get to ask be made a part of the record and submitted if
possible.

Chair SNOWE. Without objection, so ordered.
Senator CRAPO. Thank you. I just want to briefly indicate that

I share some of the concerns—well, all of the concerns that Chair
Snowe raised in her comments. I want to make it very clear that
I, with all Americans, support the President’s call to balance the
budget, or to at least cut it in half over 5 years. Actually, I am
going to work, when I go to the Budget Committee in a few min-
utes, to try to get us on a glidepath to balance it in less than 5
years. I realize that that calls for some pretty stringent measures
as far as the budget goes.

As we move ahead in that process, however, and I look at what
has happened with the SBA budget over the last 5 years and in
the most recent 1 year period, I have to wonder whether we are
making the right decisions about this budget and whether sacrifice
is being asked to be shared across the Federal Government. When
you look at the fact that the SBA has been reduced in its budget
by 25 percent since 2001 and we see a 15 percent reduction pro-
posed just from last year to this year, that concerns me when our
number one issue is jobs, and when the engine for driving jobs is
small business in this country.

It also concerns me when I look at the broad picture of all other
agencies. There are only four other agencies in the Government
that have had overall reduction in their budget over the last 5
years. Again, although I am a very strong fiscal conservative who
is going to be fighting to make that sure that we have an even
more fiscally conservative budget than the President has proposed,
once we have that budget out there I am going to be looking to be
sure that those parts of our Government that drive the important
priorities are adequately funded and that they receive adequate
priorities. And I just do not see that right now, frankly, in terms
of the allocation to the SBA.

In particular, with regard to the 7(a) program, I know this is not
a partisan issue and I know you knew you were going to talk about
it today when you got here. Each of us is concerned about what has
happened with the 7(a) program to this point and want to make
sure that this—which I consider to be the flagship program of the
SBA—that this program is adequately funded and managed. And
that whatever we end up seeing with regard to the actual budget
for the SBA, that the allocations and the management of that
budget make certain that the 7(a) program is made whole and is
put on a glidepath for success. It is that, that I believe is behind
much of the success of the small business endeavors in this country
and we must not see that lost.

And then again, interestingly, the Small Business Development
Centers were also on my list of things to talk to you about. So
Chair Snowe I am going to leave those issues in your hands to
cover when I have to leave.
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But again, Administrator Barreto and Chair Snowe, I thank you
for being here, and Chair Snowe for this hearing, and look forward
to discussing these kinds of issues.

Chair SNOWE. Senator Crapo, I appreciate the comments that
you have raised and actually I think you have identified some very
key issues and statistics with respect to what has happened to the
Small Business Administration. And the fact this is the very pro-
gram that we ought to be buttressing and reinforcing because of its
job creation capability, we ought to be leveraging the number of
programs within SBA to create the kind of jobs in America that
strengthen our economy.

I mean, there is a cause and effect. I think all too often so many
in Congress and outside of Congress do not appreciate the value of
these programs and the SBA becomes a target for reductions. That
is one of the things that hopefully we can continue to do more of
is to expound the value of these programs.

I appreciate what you have mentioned here this morning and I
know it is very interesting in illustrating the point that SBA is one
of four other programs that has been cut over the last 5 years.

Senator CRAPO. That is right.
Chair SNOWE. So I think that highlights some of the problems

that we have been facing in the past where people do not realize
that it creates a real incentive for job creation at a time when we
certainly need it the most.

So I appreciate your comments. You can be sure I will raise
many of the issues that you have raised here this morning on your
behalf.

Senator CRAPO. Thank you very much. I leave you with my
proxy. You had it to start with.

Thank you, very much, Mr. Barreto.
Chair SNOWE. Thank you for taking the time to be here.
Administrator Barreto, we thank you for taking the time as well

to be here. We thank you for your commitment and your leadership
at the Small Business Administration. You truly have been the
champion of small business in America and we thank you for all
that you have done. So we appreciate the fact that you are here
today to explain the Administration’s request and the SBA’s sub-
mission on its priorities for the coming fiscal year.

You may begin, and I will obviously incorporate your entire
statement in the record. You may proceed.

STATEMENT OF HON. HECTOR V. BARRETO, ADMINISTRATOR,
U.S. SMALL BUSINESS ADMINISTRATION

Mr. BARRETO. Thank you very much Madame Chair and thank
you for inviting me here today to talk about the Small Business
Administration’s 2005 budget and our strong commitment to con-
tinue to offer the very highest quality services to America’s small
business owners.

A lot has happened over the last few years, both in America’s
small business community and at the SBA. When I became the
SBA Administrator, I wanted to change the culture of our Agency.
I wanted to create a new environment at the Agency and a new en-
vironment for America’s entrepreneurs. And that meant not stick-
ing with the status quo. That meant not doing things the way that
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we have always done them before. And that is what I would like
to talk to you about today.

The SBA is ready to send legislation to Congress that could add
as much as $3 billion to our 7(a) Lending Program this year while
simplifying the application process and moving the program to-
wards a permanent zero subsidy rate. The President and I believe
that this proposal provides a clear long-term vision for a more suc-
cessful 7(a) program, a bold new 7(a) program that addresses the
real issues of these new economic times.

The plan calls for the expansion of the successful SBA Express
program which accounted for a remarkable 33,000 SBA loans in
2003 and has proven effective in reaching underserved and rural
markets.

I know there are some skeptics in the industry that doubt the
ability of this plan to succeed. Some of those same people doubted
the success of the SBA Express program. They doubted our ability
to convince banks to go into markets they had never been in before.
They said banks would not make those loans. They said it would
not be profitable.

Well, the numbers do not lie. SBA Express was a tremendous
success and this bold new 7(a) proposal will help continue that suc-
cess so that our loan programs remain a powerful source in our
growing economy. This proposal will move 7(a) loans to a lower
guarantee rate, allowing the Agency to increase lending authority
by 34 percent. That 34 percent increase will allow the SBA to re-
move the caps on 7(a) loans.

But it will do too far more than that. At a program level of $12.5
billion in fiscal year 2004, that 34 percent increase in lending au-
thority could mean 90,000 new loans in 2004 and as many as
500,000 new or retained jobs. This proposal allows lenders to use
their own forms and procedures to apply for 7(a) loans, reducing
the burden of excessive paperwork and making 7(a) loans more ac-
cessible for rural and community banks and their customers.

Our plan also helps move the 7(a) program towards our goal of
a zero subsidy rate. There is also long-term potential for reducing
fees on lenders and borrowers.

There is more. I am proud to say that the budget we are submit-
ting also increases the SBA 7(a) lending authority for fiscal year
2005 by 30 percent. That will allow us to reach thousands, perhaps
tens of thousands more entrepreneurs than we ever have before.

There is an added benefit to these proposals, because we are
moving towards a zero subsidy rate for 7(a) loans. These tremen-
dous increases in loan authority go hand-in-hand with demanding
savings for America’s taxpayers. Furthermore, zero subsidy for 7(a)
loans also translates into long-term stability for the 7(a) program,
something our partner lenders will appreciate.

Let me hasten to add that our 7(a) program is not our only suc-
cessful loan program. Our budget submission includes $4.5 billion
in lending authority for the 504 Certified Development Company
program. The 504 is a great program for our small business cus-
tomers and for the American economy. It is a job creator and we
are particularly proud that the 504 program is continuing to make
more and more loans to minority small business owners, yet an-
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other sign that the fastest-growing segment of the small business
community continues to thrive.

But that is not all that we are doing. I am also extremely proud
that this budget strengthens the SBA core service delivery systems.
We are investing in the successful delivery systems that we know
get results for our clients. $88 million for Small Business Develop-
ment Centers. $5 million for the Service Corps of Retired Execu-
tives. $12 million for Women’s Business Centers. $750,000 for Na-
tional Women’s Business Council. $750,000 for veterans outreach.
$1.5 million for 7(j) technical assistance.

These proposals are part of our commitment to a new SBA with
new ideas and new ways of serving our customers: new ways of
reaching out, like our regional roundtable events, one of which you
attended, Madame Chair, in Bangor last year;

Madame Chair, our ongoing efforts to open up new offices in un-
derserved areas known as alternative work sites, as we have done
this month in Maine, in Portland and Bangor; new ways of fighting
for the things that small business owners need like less burden-
some regulations and association health plans; new ways to help
create an environment of success for small business. That is the
culture I want at the SBA, the new SBA. I am proud of the
progress we have made.

In 2003, the SBA approved 74,169 loans in our two major loan
programs, more than ever before in our 50 year history. Nearly
one-third of those loans went to minority business owners. In 2003,
2.1 million entrepreneurs received business counseling and tech-
nical assistance through SBA’s counseling and training programs.
In 2003, the Office of Advocacy saved small businesses $6.3 billion
in regulatory costs. In that same year, the SBA website recorded
more than 54 million visits. In 2003, the SBA’s Disaster Assistance
Loan program made almost 26,000 loans.

Those are real results and that is what matters the most. Let me
tell you why.

At a business matchmaking event in Houston a few months ago,
a businesswoman came up to me with tears on her cheeks. She
said to me, ‘‘Mr. Administrator, I am not a statistic. I am a real,
living, breathing business owner. I want to thank you. After 9/11,
it was an SBA disaster loan that kept my business open. And now
I am here, learning and making connections to make my business
grow.’’

That is what is important. That reminds us of what our job real-
ly is. This is about real people and real lives. Our responsibility is
great.

I am proud of these proposals, because I believe that they live
up to that responsibility. I believe that they reflect an SBA that
understands what is at stake. It is not about just programs and
statistics. It is about results, measured by the success of our cli-
ents.

I hope we can work together to get those results and help usher
in more of that success for even more American entrepreneurs. And
again, I want to thank you very much for having me here and I
would be glad to answer any questions you might have.

Thank you very much.
[The prepared statement of Mr. Barreto follows:]
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Chair SNOWE. Thank you Administrator Barreto. We appreciate
your testimony and obviously, I am going to be following up with
some questions.

But before I do so, I would like to recognize Senator Pryor, a very
important member of this Committee. We welcome you, Senator
Pryor, for any comments that you care to make.

OPENING STATEMENT OF HON. MARK PRYOR,
A UNITED STATES SENATOR FROM ARKANSAS

Senator PRYOR. Thank you, Madame Chair, and I want to thank
you for your commitment to small business and helping small busi-
nesses get started and to maintaining themselves throughout the
country.

I also want to thank Senator John Kerry who—I do not know
where he is today, I am not sure he knows where he is today, but
I know that he has been a very valuable member of this Committee
and something that we are very focused on is trying to help small
businesses.

I must say that I am a little bit troubled in that, as I understand
this budget, there have been a number of decisions made that will
not only impact Arkansas, but impact the country. For example,
the budget does not fund the 7(a) Guaranteed Loan Programs, it
eliminates the Microenterprise Program, and it cuts funding both
for the Women’s Business Center Programs and Small Business
Development Centers.

And I know in my State, and I am sure everybody else’s, the col-
leges and universities have taken advantage of some of those pro-
grams and they have really helped and had a good positive impact
on communities all over this Nation.

So let me say I acknowledge completely the very important role
that SBA plays with small businesses. And also, I acknowledge the
extremely important role that small business plays in our economy.
If you look at all the numbers, you look at real job creation, you
look at employment numbers, small business is really where the
action is.

A lot of times we focus on maybe the top 500 companies or the
top 1,000 companies, whatever it may be. But really the bread-and-
butter of this country and this economy is small business,
entrepreneurhip, people who are willing to get out there and take
a risk and put it all on the line. They are facing a lot of challenges,
whether it is health care, finding the ability to retain employees,
et cetera. They have a lot of challenges on their plate and I just
hope that this budget will help and assist small businesses.

So, I appreciate your comments and I look forward to the ques-
tion period.

Chair SNOWE. Thank you very much for your comments, Senator
Pryor, and points well taken. These are some of the issues that we
want to explore here today.

Just to reinforce what Senator Pryor has indicated about the job
creation potential of SBA, I have a chart here—unfortunately, we
just do not have it on a large chart—to show the total jobs created
or retained by SBA programs since 1999.

[The information of Chair Snowe follows:]
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Chair SNOWE. But I think it is illustrative of the point that SBA
does have the capacity for job creation in this country. And I think
those of us who represent small States like Arkansas and Maine,
it certainly has been true. But it also is true across America.

So that is why there are concerns, Administrator Barreto, about
perhaps some of the issues concerning, for example, the 7(a) pro-
gram and the restructuring that is being proposed in the Adminis-
tration’s request. So let us start with that.

Obviously, we know what happened in the last few months. It
has been a concern of mine, because actually I convened a round-
table last year around the whole issue of 7(a) and to what extent
we should authorize that program.

And I heard a very different figure than what was included in
the Administration’s budget. That figure would have been more
consistent with the demand that occurred and ultimately that led
to the shutdown of the program, albeit it was temporary, but it did
affect the credibility and the integrity of the program and the SBA
with respect to this issue.

So I would like to have you address that issue, because clearly
the program was reopened. But those small businesses that had
submitted applications prior to the closure, prior to the deadline,
they were then subjected to the cap of $750,000 even though their
applications were not large.

Was there not a way of spacing out those loans so that we could
adhere to our commitment and to their expectations? What is clear
from everything that I received in the form of anecdotal informa-
tion throughout last year, the demand was far greater than what
was ultimately going to be authorized for meeting the demand in
the program of $9 billion.

So could we have done it in a different way that did not affect
the credibility of the SBA program and people’s dependency on it?

Mr. BARRETO. First, let me explain why it did happen. First of
all, one of the things that we have really been challenged by over
the last couple of years is the fact that we have been operating
under a continuing resolution for 2 years in a row. It is very dif-
ficult for us to be able to manage a program like this when you are
getting an apportionment for something that happened a year ago.
If we would have had our budget, it would have been much easier
for us to be able to manage and navigate this.

So that is what happened. There was no intention on our part
to close down our program. We simply ran out of money. Obviously,
as soon as that happened and as soon as it was beginning to hap-
pen, we notified Congress of our intention to look at possibly put-
ting a cap on the loan program. And by the way, we had to put
in a cap last year because we were on a continuing resolution. Last
year, the cap was $500,000. We were going to propose a $750,000
cap.

I would like to put up a chart that shows the fluctuations in the
volume that we were getting in the 7(a) loan program, because it
is very illustrative. You see here at the end of last year what was
happening to our loan volume. Usually we get about $25 million a
day. But you see here these incredible spikes. We had days with
$80 million. We had one day it was $115 million. It was absorbing
a lot of our budget authority.
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Something very important to know, Senator Snowe, is that 95
percent of the loans that the SBA guarantees are under $750,000.
It is only 5 percent that are over $750,000. The problem for us is
that those larger amounts are real estate loans or fixed asset loans
that eat up one-third of the money.

This proposal that we are submitting today will help us to miti-
gate that. If we can move forward with that proposal in this year,
we will be able to do some of those larger loans in the 7(a) loan
program. Obviously, we want to achieve more in the 504 loan pro-
gram as well.

The last point I want to make on this is that it would not have
mattered what we would have asked for in a previous budget cycle.
That would not have helped our situation at the beginning of this
year because we were operating under a continuing resolution. So
we were getting an apportionment that would have been similar to
the previous year when we were not seeing these kinds of spikes
in volume.

So I hope that helps to illustrate some of the challenges that we
were faced with as we were ending last year and beginning this
year.

Now, we have our budget. The Omnibus Bill has passed, thank-
fully. We are happy for the support that we were able to receive
on that Omnibus Bill, because that helps us to be able to manage
the situation a little bit better.

It does not solve all of the problems. We still want to pursue this
proposal that we are making for this year. With the 30 percent in-
crease that we are asking for in budget authority for next year, up
to the $12.5 billion, we believe that the increase is going to help
us to be able to accommodate this volume that we are seeing. We
have kind of been the victim of our own success. We are not com-
plaining about that, but we are making proposals that will address
those issues.
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Chair SNOWE. First of all, was this last year unique in terms of
the volume and the spikes?

Mr. BARRETO. Yes, it was.
Chair SNOWE. I am sorry, I cannot read it.
Mr. BARRETO. I am sorry.
Chair SNOWE. Is that big spike, what is on the bottom? Are those

years?
Mr. BARRETO. Let me explain it to you, and I promise I will get

you a smaller copy of this.
Chair SNOWE. I wish I had better eyesight.
Mr. BARRETO. This is starting at December 8th and it is going

to January 6th. Basically what we are doing here is tracking daily
volume. For us, a normal day would be $25 million. We did not
have very many $25 million days in December. Usually, when you
get into the holidays, volume spikes down. But you see here, on De-
cember 9th, we had an $85 million day. On December 12th, we had
an $80 million day. On December 22nd, 3 days before Christmas,
we had a $90 million day. On the day before Christmas we had a
$90 million day. On January 6th we had $115 million day. So, in-
credible spikes.

By the way, some of those spikes are related to the fact that we
communicated to Congress that we were going to look at putting
a cap in. And what ended up happening is the industry flooded us
with larger loans, these multi-million dollar loans that eat up much
of the budget authority. It really exacerbated our situation.

I have one other chart I would like to show you. This is a 5-year
average of what the program has actually done. I think there is
some confusion here as to what it is that we asked for.

If you look at this chart, which is actually in billions, the yellow
represents the actual expenditures. The blue line is SBA request
and the orange line is the industry request. You see in 1999 the
industry asked for something in excess of $10 billion. Well, SBA
only did $9 billion. In 2000, they again asked for something close
to $11 billion. Well, we only did $9 billion. In 2001, they asked for
$11 billion. We only did about $9 billion. In 2002, the same. In
2003, the same. In 2004, the industry asked for $12.5 billion and
that is what we are addressing in the proposal that we are making
today, to obtain that $12.5 billion with an expansion of the SBA
Express program.
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In 2005, we are asking for $12.5 billion, because now we know
that the volume is there. For the last 5 years, our request has al-
ways been appropriate for what it is that we actually have done.

Chair SNOWE. In response to the earlier chart, in terms of vol-
ume, first of all the small businesses were playing by the rules and
all of a sudden they were subjected to a cap. That cap has not been
lifted.

Mr. BARRETO. That is right.
Chair SNOWE. And that is a problem, because those 5 percent of

the 250,000 businesses remaining. Their applications exceeded that
cap already are going to be affected. They have spent a lot of
money in making investments and processing that type of loan and
their plans for the future.

I think it is a matter of trust in the final analysis. I mean, irre-
spective of what happened the question is those were the rules,
that was the program. And there should have been some way to
resolve the remaining issues regarding that program for those who
were subjected to the cap and their applications exceeded it. I think
we should have found a way to equitably resolve that problem in
fairness to them.
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Mr. BARRETO. I agree with you 100 percent, Senator Snowe. By
law however, SBA cannot make loans if we do not have money. We
would be in violation of the law. We did return those applications
out of fairness to the small businesses. We did not know how long
our program was going to be closed. We did not know if we were
going to be able to get any kind of a budget passed.

Luckily, we finally did get our budget passed. We were able to
reopen the program.

By the way, a lot of those applications that were returned, they
have come back to us and we have processed those loans.

Now, I want to reaffirm, 95 percent of the loans that the SBA
does are under $750,000. We are helping 95 percent of the people
that apply. Now, some of those loans that were above that $750,000
cap, they have already gone over to the 504 loan program, which
we think is an excellent program. It is intended for those large real
estate loans and fixed asset loans. So, we have addressed that.

We would love to take the cap off. But one of the things that the
industry has told us is: look, caps are one thing. But when you
close down the program, that is just impossible for us. We cannot
have the program closed even for one day. So what we are doing
is managing the program right now with a cap.

With the new proposal that we are making, we would be able to
remove that cap tomorrow and accommodate some of those larger
loans. The new proposal is going to get us pretty close to $12.5 bil-
lion in budget authority this year because we are going to be able
to reduce that subsidy rate.

Chair SNOWE. In your previous chart, were we not still on track
for the $12 billion in authorization? I think the point is, from
everybody’s calculation the demand for the program was going to
result in at least $12 billion in authorization. Why did you not
make that request last year?

Mr. BARRETO. There is no doubt about it. The reason is that we
had no idea that 5 percent of the loans, those large, multi-million
dollar real estate loans that are coming into the 7(a) program, the
working capital program. We had no idea that those loans were
going to eat up one-third of the money. You see, 95 percent of the
people that borrow money from us are affected by the 5 percent
who are making those large loans.

We are not opposed to making large loans. We want to make
large loans. We have a program that can do that. The 504 loan pro-
gram leaves $2 billion on the table every single year. We had no
idea. It has never happened before.

And again, we have taken steps to address that. The industry
has said: look, we want to do some large loans in the 7(a) loan pro-
gram. That is why we put forward our proposal for this year. We
will be able to do some of those large loans if we expand the SBA
Express program.

Chair SNOWE. I have further questions on this issue, but I will
recognize Senator Pryor.

Senator PRYOR. Thank you, Madame Chair.
One of the former members and chairs of this Committee, Sen-

ator Dale Bumpers from Arkansas, one time was in Pine Bluff, Ar-
kansas and they had this locally operated loan program they called
the Good Faith Fund. And basically, he took the concepts of that
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and brought it to Washington and he started the Microloan pro-
gram.

My understanding of the Microloan program is that it has been
very successful and it has helped an untold number of businesses
and people get started in the process and really be productive in
this economy.

In fiscal year 2004, in that budget, the Administration states
that ‘‘the demand for microlending has increased because of the
weakening economy and the increased awareness among potential
entrepreneurs of the benefits of this program.’’

So can you explain to me, here we are one year later, can you
explain to me with, I assume, the same demand or even greater de-
mand, the Administration has determined that this program is now
unnecessary?

Mr. BARRETO. I would be happy to Senator. A lot has changed
in 12 years. We have been phenomenally successful with our loan
programs.

Let me give you an example. When I first came to the SBA, the
average loan size at the SBA in our 7(a) loan program was close
to $250,000. Those were not Microloans. Most small businesses do
not need $250,000 for working capital. They need smaller loans.
They need a $50,000 loan or a $100,000 loan. They do not need mil-
lions of dollars.

So one of the things that we wanted to do was to get that aver-
age loan size down. And that is one of the reasons why the SBA
Express program has been so phenomenal.

Let me give you an idea of what I am talking about. Last year,
in our Microloan program, we did 2,442 loans nationwide. We
lended out about $30 million.

By the way, we are not the only ones that do Microloans. There
are many other organizations that do Microloans. They do them
better than we can do them!

Now, through the 7(a) loan program, our flagship loan program,
we did 23,335 loans for $424 million. Those loans were smaller
loans. Those loans were under $35,000.

They were going to those underserved communities. Last year we
broke a record, Senator Pryor. We not only did 30 percent more
loans overall, a 50 year record at the SBA, we did 75 percent more
loans to African-American businesses, 44 percent more loans to
Hispanic-owned businesses, 35 percent more loans to women, 20
percent more loans to Asians, and 20 percent more loans to vet-
erans. Across the board, we did more.

When we started this outreach initiative and started to promote
our SBA Express loan program, everybody said it would not work.
The lenders do not want to do loans in those communities. They
are not profitable. They will not do the small loans. Do you know
what? They were not correct. We were not only able to do more
loans, we were able to do more small loans in every community.

As I said, those loans now are going into the flagship program.
It costs us 97 cents for every dollar that we lend out in the
Microloan program. We are not as efficient in implementing that
program.

What is happening is that 10 times more people get those small-
er loans in our flagship program than they do in the Microloan pro-
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gram. That is what has happened over the last 12 years in our
Microloan program.

Senator PRYOR. As I understand the Microloan program criteria
versus the Express loan and the flagship loan, et cetera, the demo-
graphics, the terms, the conditions, the purposes are different than
the Microloan program. Is that a fair statement? How is SBA going
to handle that?

Mr. BARRETO. I am not sure what you mean by criteria. I will
tell you somebody has to submit to us when they apply for the 7(a)
loan program. It is almost the size of a phone book. This is what
they have to submit to us when they do a SBA Express loan. This
is what is happening at the SBA now. This is one of the reasons
why we are up 38 percent in our minority loans. It is easier to ac-
cess our flagship program than ever before.

You see, I know a little bit about minority communities. I spent
my whole life in those communities. Those communities deserve to
have access to our best programs and our best services. That is one
of the reasons why we have done the unprecedented outreach.

The good news is that the lending industry has spoken loud and
clear. They like these loans, and they like these communities. And
the reason that they do is because they understand it is good busi-
ness.

Senator PRYOR. This budget also asserts that eliminating funding
for the 7(a) loan guarantee program ‘‘will result in savings of ap-
proximately $100 million.’’ Could you elaborate on that?

Mr. BARRETO. Absolutely. We think that is a very positive sign.
There is a lot of talk right now about the SBA budget being de-
creased $100 million. It is being decreased $100 million because we
are proposing a zero subsidy rate on our 7(a) loan program. This
is not anything new for the SBA. Our 504 program is a zero sub-
sidy program. Our SBIC program is a zero subsidy program.

What is happening is the 7(a) program is joining some of our
other successful programs. We are modernizing the way that we
treat that 7(a) program. We have a new econometric model that al-
lows us to get that subsidy rate down.

And so the $100 million is not a decrease in what the SBA can
do. It is a return to the taxpayers of $100 million that we do not
need anymore, because the 7(a) program will be a zero subsidy pro-
gram.

Senator PRYOR. I understand what you are saying about you do
not need it, but my question is do those small businesses out there
need it? Do they need that access to that extra $100 million that
they are not going to have now?

Mr. BARRETO. What they need is a 30 percent increase in the
SBA’s budget authority. We have $9.5 billion in this year. With the
zero subsidy proposal we are going to $12.5 billion.

The small businesses do not understand all of this talk about
subsidy rates and apportionments and appropriations. They just
want to know is it going to be easier for me to get a loan? And is
there going to be enough money for me to borrow? This proposal
does that, and at the same time, saves the American taxpayer $100
million.
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Senator PRYOR. Let us talk about the fees that you are charging
to process these loans, et cetera. As I understand it, some of these
fees are going up fairly substantially in your budget; is that right?

Mr. BARRETO. I want to explain that, Senator. The SBA is not
raising fees on small businesses. What is happening is that the leg-
islation that Congress passed 2 years ago to take those fees down
is expiring at the end of this fiscal year. What is happening is that
we are going back to the previous fee schedule that existed. These
fees are fees to the lenders.

I want to give you an example. There is a lot of talk about what
these fees are going to mean. If you are processing a loan for
$150,000 or less, the fee is going to be $8.34 a month. That would
be the difference in the payment if that fee was passed on to the
small business owner. If you are processing a loan for an amount
between $150,000 and $700,000, one of those larger loans, the fee
is going to be $29.14 a month.

There is a lot of talk on these larger loans, with $700,000 plus
loans, there is no change in the fee. So we are not raising fees on
small businesses. The legislation that Congress enacted expires at
the end of this fiscal year. We are going back to the fee schedule
that was there before.

Senator PRYOR. Would it be your preference that we continue
those reduced fees?

Mr. BARRETO. My sense of it is that what the banks have proven
is that these loans are very profitable. They are going to do these
loans. I just think this is a more balanced and equitable way. And
it also gets us to the zero subsidy rate and the 30 percent increase
in our budget authority. The lenders have told us that is critically
important to them. They cannot have the program shut down. They
do not want to have any caps on the loans. They want to give larg-
er loans inside the 7(a) loan program. Our budget, and also the
proposal that we are making for this year, allows them to do all
of that.

Senator PRYOR. Madame Chair, I have one last question I would
like to focus on, although I may submit some for the record, if that
is okay.

Chair SNOWE. Without objection, so ordered.
Senator PRYOR. Last year, you centralized the liquidation func-

tions of the 7(a) loan guarantee program and you moved a number
of employees to Herndon, Virginia. And I understand and actually
agree that we should look for ways to save money and to save the
taxpayers money and tax dollars and we should try to improve
service.

But the implementation of the plan, whatever we do, I think
needs to be done in a way that is fair and is not drastic. I must
say that I believe you gave employees only about 7 days to decide
whether they were going to relocate or take a buyout from the Gov-
ernment. Now, if they took the buyout, as I understand the terms
of it, they could not return to work for the Federal Government for
5 years.

Under the circumstances that you had there, it was at the end
of the year, it was during the holiday season, and obviously, it was
a gut-wrenching decision for many of your employees around the
country, I just do not know if it is fair, in my mind, to get rid of
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employees in that manner when they may be months away or
maybe a year or two away from retirement. And I think that you
should not be opposed to granting hardship exceptions for employ-
ees under these types of circumstances.

And I would like to hear your explanation about why you did
what you did in the manner that you did it? And I would also like
to know exactly how much money you saved by doing this?

Mr. BARRETO. First of all, let me explain exactly what this is all
about. This is really about Transformation of the SBA. See, when
we first came on board at the SBA, we realized that we were not
as efficient or effective as we needed to be. And if we were going
to be relevant in the future we needed to take some strong looks
at how we do business. How is it that the SBA delivers its services?

This is not a new thing. We have been working on Trans-
formation for almost 2 years. Obviously, we wish we could have
done it much sooner than that, but we needed to work very closely
with all of the stakeholders and make sure that we got their input.

We had an agreement with our union to be able to proceed with
transformation. Transformation is working. It is working big time.
We have now been able to reduce the time it takes to process 504
loans. For example, what used to take a couple of months is now
down to as little as a couple of weeks. We have reduced the time
it takes to do liquidations from years to a couple of months.

SBA does not do a lot of liquidations anymore. Most of our lend-
ing partners do the majority of those liquidations.

We determined that we needed to free up our offices in places
like Little Rock and Maine to be able to work more with small
businesses. We were bogging them down with a lot of process, with
a lot of bureaucracy. So we made a determination to centralize that
function. We offered every SBA employee a position with the Agen-
cy. We did not terminate those employees. We offered them a posi-
tion in a new location.

Again, this is not something that happened in one day, in one
week, in one month. This is something that we have been talking
about for years. We took every effort to be as communicative and
as responsive and sensitive to every one of our employees situation.

You are right, we offered some of them early retirement and
some of them took it. We offered some of them buyouts and some
of them took it. We offered some of them the new position in the
new location and some of them took it. But not all of them took
it.

It is very difficult for us, OPM has no standard for classifying
hardship. We received many requests, and unfortunately, we were
not in a position to put one person’s hardship over another person’s
hardship. We gave those employees every opportunity to continue
on with us.

We understand one of our most important assets is our per-
sonnel, and we want to keep our personnel whenever possible. But
Transformation has worked. It has not only worked for the Agency
and the taxpayer, but it has worked for the small businesses. We
are doing things faster and better than we ever have in our history
and that is what is at stake with transformation.

Senator PRYOR. If you could answer the second part of my ques-
tion, how much money have you saved by doing that?
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Mr. BARRETO. I do not think we can give you a specific answer.
We think it is roughly $5 million that we will be able to save in
this year, in 2004.

Senator PRYOR. Let me say this, and I do not want to speak for
all the other Senators here, but I have heard a number of com-
plaints from my constituents about this, about first the way you
treated your employees during that process. I do not think you did
yourself any favors, I do not think you built any positive morale by
doing that in the way you handled it.

Secondly, from your customers, the people who are getting these
SBA loans who are accustomed to being able to contact a local of-
fice, or at least someone that is fairly close by. For example, in our
State, and our State capital in Little Rock, now they have to call
someone in Virginia and who knows who they are going to get?

I will say that there seems to be, with my constituents, a dis-
connect in the quality of service that they are receiving because of
this move.

Now it is a little too early to be able to judge that completely.
But from anecdotal evidence, phone calls, letters, e-mails we have
received in our office, this has not been received positively in Ar-
kansas. And I am sure that is true in a lot of other States, as well.

Mr. BARRETO. Senator, we will be happy to come up and brief
you on some of the success stories, some of the things that are ac-
tually happening. I just want to clarify, the liquidators, those are
when loans are not successful. They are liquidating the assets of
the small businessperson.

Liquidators are not out there in the community making loans,
doing technical assistance, helping small businesses get contracts.
We are much more efficient now.

I think it is much easier and much better for somebody to know
that it is not going to take a year or more to go through the proc-
ess. They can go through it in a couple of months now.

Again, we take very serious our relationship with our employees.
I can tell you that I have been around the country—I have been
to Little Rock, Arkansas several times, met with our district office
people—we have some of the best people in the country working in
our district offices—to make sure that this was not a surprise.
Again, we did have agreement from all of the necessary parties
that we needed to be able to do this.

Change is very difficult. It is always difficult. People would rath-
er if we did not change, but we do not have any option but to
change. If the SBA is going to be relevant and successful in the fu-
ture, we have got to make good business decisions.

I think the decisions that we have made, especially in the long
term, will be very positive. And I would be happy to meet with you
and your staff to discuss what it is that we are doing with Trans-
formation, because we think it is one of most important things that
we will do for the future of the SBA.

Senator PRYOR. That is all I have, Senator Snowe. Thank you.
Chair SNOWE. Thank you very much, Senator Pryor.
Administrator Barreto, on the issue of the 7(a) program, and ob-

viously, this Committee is going to be examining the proposal that
you have submitted to the Committee, but one of the issues and it
gets back to last year and what occurred, because obviously, the
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program was on track for doing essentially at least as much as the
previous year. That was clear. In fact, the previous year in the 7(a)
program was about $11.3 billion. So that is why I was mystified,
and the Committee was mystified, as to why you would request
something less than that, $2 billion less than that, on the $9 bil-
lion.

We do not want to have a repeat scenario. And so that is what
we really have to examine with your request now of a little more
than $12 billion when you have a statutory authorized level of $16
billion. So the question is why you have not requested the full au-
thorization? That is number one.

Secondly, on the zero subsidy rate, and obviously I am going to
hear from the next panel and there will be concerns raised about
what that rate is going to imply. Is it going to be too onerous for
some small businesses?

Secondly, the 50 percent guarantee that is a decrease from the
75 percent, is that going to make it more difficult for small busi-
nesses to get the type of loans, because some of them may be
riskier and require a higher guarantee? That is going to be another
question that will be raised. So those are some of the issues.

I know you have also requested eliminating the 15-day notice
and it probably will not come as a surprise to you that I will not
be supporting that, because I do think it is important to have a 15-
day notice to Congress. And I know that did not happen with the
7(a) program on three different occasions in this last month.

We really do need to be notified, because we have a public ac-
countability and oversight responsibility as well.

So obviously, I certainly do not intend to move in that direction,
because I do think it is important for Congress to be notified and
I hope that we can, in the future, adhere to that 15-day notifica-
tion.

On that, because I want to go to the next issue on HUBZone and
also to what Senator Pryor raised on Mircroloans. We are going to
have to look at those issues, because those are some of the ques-
tions. I hope that the Committee can work with you on those issues
and to examine them. Because I know in just reading the testi-
mony of the second panel, there will be those issues raised.

And will there be uncertainty with the size of the rate that will
be required, since it will not be an appropriation? I understand the
value and the attractiveness and not depending on appropriations
to move ahead in the 7(a) program. I think that is obviously an in-
teresting notion. The question is what does that mean in the final
analysis with the type of rate that will be imposed on small busi-
ness?

Mr. BARRETO. I think there were several questions in there and
I want to make sure I answer all of them.

Chair SNOWE. Can you also include the piggyback issue?
Mr. BARRETO. You may have to remind me what order those

questions came in, but I will do my best.
First of all, last year was not an apples-to-apples comparisons.

You are right, we did $11 billion, but $2 billion of that was STAR
money. In other words, that was money made available to people
that were affected by 9/11. That was a temporary program. If you
take that $2 billion off, we did a little bit more than $9 billion.
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As illustrated on the chart, we have consistently done between
$9 billion and $10 billion. It is only now, because we have been
making these changes to our program, especially the SBA Express
program, that we have seen the kind of growth in the volume. That
is a good thing.

The changes that we made in the SBA Express program, I wish
I could take all of the credit at the SBA, but it really did not come
entirely from the SBA. See, when we first came in office, one of the
first things that I wanted to do was find ways for us to do more
loans, to do smaller loans, to get into the minority communities, to
do more women business loans.

So, I convened the lenders, all of my major lenders, community
lenders, rural lenders. I brought them into the SBA. It had been
a while since they had been there. And we talked to them. And
they gave me a list of things that they wanted done. It was a long
list. It was about 15 or 20 things.

And I said to them, I cannot do all of those things, but I can do
a few of those things. What are your top priorities? And they said
we will tell you what our top priorities are. We want you to expand
the SBA Express program. Take it from $150,000 and move it to
$250,000. And they said if you do that we will take less of a guar-
antee, we will take a 50 percent guarantee.

And they said and by the way, while you are at it, we do not
want to give you a phone book of information anymore. We are
tired of giving you this. We are not going to give you this anymore.
We want to give you this.

And by the way, we do not want to use your forms anymore. We
want to use our own forms. Can we do that?

And lastly, we do not want to be calling back and forth all the
time. We want to transmit information to you electronically. Would
you allow us to do that?

And we said yes to all of those things. It is one of the reasons
why SBA had the banner year last year with regards to the 7(a)
program. It is why we got our average loan size down. It is why
we reached more communities than ever before.

So these proposals that we are making to you today and also
with our budget next year are reflective of the direction in which
SBA is moving. We believe that the SBA has become a better part-
ner to the lending industry. The lending industry has told us very
loud and clear what they expect from us, and we have tried to re-
spond in each one of those cases.

With regards to the piggyback loans——
Chair SNOWE. Can I just ask why would you not request a higher

authorized level allowed under law, $16 billion as opposed to the
approximately $12 billion?

Mr. BARRETO. SBA, for the last 5 years, has done $9 billion to
$10 billion. We try to look at what we have done to try to predict
what we will do. I will give you an example——

Chair SNOWE. Excuse me, I just think that the point here is if
we are trying to create jobs why put ourselves in the position of
what occurred this last year? You can talk about appropriation, but
this time you are going to talk about hitting a ceiling. Why create
that ceiling when you are allowed to go $4 billion more? It just does
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not make sense to me when we are trying to create as many jobs
as we can in America. I mean, we are desperate to create jobs.

Mr. BARRETO. That is why we are requesting the $12.5 billion in
our proposal for this year. That is why we requested $12.5 billion
for last year. We agree with you that we need to do loans that cre-
ate jobs. That is the purpose of the 504 loan program. That is one
of its basic centralized assumptions: if you do these larger loans in
the 504 loan program, you are going to create more jobs.

Last year, we were up 20 percent in our 504 loan program. We
have opened it up for competition and we think we can do more.
But 504 is very illustrative, because we ask for $4.5 billion every
year on that program. We are asking for it again this year. We are
going to do that next year, as well. But we do not do $4.5 billion
in the 504 loan program. I want to. I think that we can, especially
with some of the changes that we are making in that program. But
we leave $2 billion on the table every single year on that program.

So we want to be accurate, and we want to ask for what we need.
We believe that this proposal will help us to do everything that we
are being asked to do: the larger loans, to get the cap off of it, to
possibly reduce fees for the lenders in the future. And that is why
we have brought this proposal forward this year.

Chair SNOWE. Also, on the other issues, on the rate, how predict-
able will that rate be?

Mr. BARRETO. You are talking about the fees on the loans.
Chair SNOWE. That is right.
Mr. BARRETO. I mentioned to Senator Pryor that our figures tell

us that the fees for loans worth $150,000 or less would be about
$8.34 a month. For the loans up to $700,000, you are probably talk-
ing about a little bit higher fee, $29.14.

Chair SNOWE. Do you pretty much think that that will remain
static?

Mr. BARRETO. If we get support on this new proposal, we think
there is an opportunity to lower the fees this year and forward. We
are working those numbers out right now and I will be happy to
share some estimates with you, but we think that we can get some
relief on the fees this year if we have support on the proposal that
we are bringing forward.

Chair SNOWE. Obviously, we will be working with you on that.
I plan to conduct a roundtable of interested parties on this very
issue over the next week or so, because I do believe we need to
have a sense of what direction we should take with respect to that.
Because that is a profound difference. I understand why you are
doing it, because I understand the nature of not wanting to depend
on appropriations. It is a question of making sure that we all un-
derstand how it will work inevitably.

On the Microloan program, to which Senator Pryor referred to,
because it is a critical program and it is one that obviously has
worked well in Maine. Now I know that I am going to hear from
the subsequent panel on some of these issues that you have just
raised. The question is whether or not we will get sufficient lenders
who will be willing to engage in this process for these small loans.
I think that is going to be one of the questions.
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I know you are suggesting in your testimony that somehow lend-
ers will be willing to make these loans. So that is one issue, wheth-
er or not that is true.

Secondly, in terms of the cost, we hear from other witnesses who
say that the cost of the technical assistance and the program oper-
ations are also counted in determining the loan and that is why it
contributes to the higher cost in delivering that loan that you have
indicated in your statement.

The question is whether or not many of these banks are going
to be willing to make these loans. And I think this Microloan is
also very appealing, because it does begin the process of business
startups. It really does encourage entrepreneurship in our econ-
omy, which is also needed.

So I just would like to have you address some of those issues, be-
cause I do think it is going to be important and this is a program
that I have certainly supported and has worked well in Maine. And
obviously, Senator Pryor and others, from smaller States especially,
for small businesses or individuals who might not be able to get
loans elsewhere.

Mr. BARRETO. Yes, Senator. The good news is that the lenders
are already making the smaller loans. I mentioned to Senator
Pryor that last year we made 2,442 Microloans. Those are the
smaller ones that we make. Last year, in the 7(a) loan program,
especially through our Express program, we made 23,335 loans, 10
times more than we make in the Microloan program for more than
10 times the dollars, $424 million in those 7(a) loans under $35,000
versus $30 million. That is $424 million versus $30 million in the
Microloan program.

Just to break it down, for example, in Maine we did 7(a) loans,
409 loans for about $40 million. Loans under $150,000, we did 331
loans for a little over $15 million. The SBA Express loans, we did
230 of those loans in Maine for almost $11 million.

Now in terms of Microloans, in Maine we did 39 Microloans in
Maine for $786,000. But we did 169 7(a) loans under $35,000 for
$3.4 million in Maine.

What I am trying to say is that the lenders have already spoken.
Not all lenders. Many lenders have told us that they do not want
to do small loans. They said: we are not going to do them. That is
not the business that we are in. We do not care about those loans,
they are not profitable. We are not a philanthropic organization. I
understand that.

Our responsibility is different. We have to make sure that we
help as many small businesses as we possibly can in every commu-
nity. Not just big businesses, not just medium-sized businesses, but
small businesses, start-up businesses, minority businesses, women-
owned businesses. And that is what we are doing with our 7(a)
loan program now. That is what we are doing with SBA Express.

That is what our proposals that we are submitting today and the
budget in 2005 are going to do.

So the good news is that I think that we can do both. I think
we can do some of those larger loans, and our proposal allows us
to do that. But we will continue doing what we have been doing.
I do not think it is a bad thing that we do more loans than ever
before, that we got that average loan size down, and that we reach
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every community within the small business community. That is
what we are supposed to do, and that is what we are committed
to doing.

Chair SNOWE. Again, we are going to explore those issues with
you in the future to make sure that we know what direction we are
taking and what the ultimate impact would be.

Finally, just on the HUBZone, I know you are not going to make
a request for a separate line item. The Senator from Missouri will
be mighty disappointed if I do not raise these questions. And it is
important, because obviously, you have chosen to put that in the
category of Government accounting and business on the budget.

The question is one, as to what the implications will be for that
program, what the impact would be? Secondly, why was more not
requested for the HUBZone? It is only 17 percent of the 8(a) pro-
gram and yet there are many more firms under the HUBZone pro-
gram than there are in the 8(a) program.

So I wish you could address some of those issues and again we
will explore it. Obviously, we are not opposed to new ideas and de-
livering these programs differently or more efficiently or whatever.
I think the question is making sure that we have a true under-
standing of the impact in the final analysis.

This program is working very well, especially in distressed areas.
It has worked well in Maine. I know it has worked well in Missouri
and in other parts of the country and we want to make sure that
it does. So I was just wondering why it is budgeted so much less
than some of the other contracting programs?

Mr. BARRETO. Thank you, Senator, for that question.
We have learned a lot over the last couple of years. One of the

things that we know is that HUBZone programs are important.
They are very important. And they are too important to take a risk
that they are not going to be funded.

You see, over the last couple of years, we have requested funds
for HUBZones and they have been zeroed out. Now we did not zero
the HUBZone program out, because we think it is important. So we
kept managing that program, but it really put a strain on us, be-
cause we did not receive an appropriation.

So we have moved that program into where we believe it should
have been all along, inside of SBA’s program office called Govern-
ment Contracting and Business Development. It is a Government
contracting program. We will continue to support that program, but
I believe that we ensure its future by moving it in there and mak-
ing sure that we invest resources.

As you know, we have requested a much larger amount for our
Government Contracting Business Development program, over $2
million that will be sufficient for us to be able to support not only
the HUBZone program, but all of the other programs.

And you are right, it is currently receiving less funding than the
8(a) program. 8(a) is a very important program, too. In fact, those
programs are at parity.

One of the things that we have seen is that the number of busi-
nesses participating in the HUBZone program now has increased
dramatically since we have been on board. We have close to 10,000
companies. We think we can get that to over 13,000 or maybe
14,000 companies by next year.
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We are also seeing other positive signs. Not just the fact that we
still have a HUBZone program, but those HUBZone programs are
doing more contracting than ever before. The most recent figures
that are available to us show that it went from about $680 million
to almost $1.7 billion in contracts. That is good, good but it is not
enough. It is nowhere near to what the 8(a) program does, but 8(a)
has been around a lot longer. It is more established.

So we think there is a lot of opportunity for us to continue grow-
ing the HUBZone program. A lot of times people do not understand
that there are many companies that are both HUBZone and 8(a)
certified companies.

So those are tools. Those programs are tools to help small busi-
nesses in historically underutilized business zones and socially and
economically disadvantaged small businesses get their access, their
fair share of the Government contracting pie. And we are very com-
mitted to that.

So I hope that you will share with my original home State Sen-
ator, Senator Bond, that the HUBZone program is healthy and its
prospects for the future are very good.

Chair SNOWE. I appreciate that. One of the issues concerning
HUBZones is the volume of contracts awarded to the HUBZone
firms. And I gather it has fallen below the 3 percent statutory goal
of .71. Why is that the case? I know in my State it is like a 39 per-
cent decrease.

Mr. BARRETO. We are making significant increases and as I men-
tioned, probably $1 billion more in the last year for which we have
information. It will be a lot more in 2003.

Again, there has been also this rapid growth in the number of
HUBZone companies. When I first came, I think there were about
4,000 HUBZone companies. There are 10,000 HUBZone companies
now, and that is going to go to 13,000 or 14,000.

The day before yesterday, I was at one of my business match-
making events in Anaheim. I want you to know that we had over
1,000 businesses there, not just from Southern California, but from
other states, as well. Ron Newlan, the head of the HUBZone orga-
nization was there. We work very closely with him. And I was very
happy that he had a number of his HUBZone companies there, be-
cause we are thinking outside the box. We are not just waiting for
those opportunities to materialize, but we are really facilitating a
lot of those opportunities. The things that we have done with re-
gards to contract unbundling, the changes that we are making to
our program and streamlining the process so that we can get more
people involved in there.

We know that before, it used to take somebody a long time to get
in one of these Government contracting programs. And then once
they got in, then it was good luck to you. We do not do that any-
more. What we try to do is surround those small businesses with
the tools that they need to succeed. They need training and edu-
cation. We are providing that. And they need real access to decision
makers.

Last year, through these matchmaking events, we set up over
11,000 one-on-one matches between small businesses and hundreds
of Government agency buyers and Fortune 500 companies. We will
do more than that this year.
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I think we have a chart here, just to give you an example of the
growth of some of these matches that we are facilitating. These are
some of the events that we have done over the last year-and-a-half.
Cleveland, we set up 1,600 appointments; Orlando, 2,400; Chicago,
1,800; Birmingham, 749.

One in Birmingham was with the Black Chamber of Commerce
and Harry Alford’s Group. NECE, that was our national conference
last year, 1,300; Houston, 3,300. We just did Anaheim, we will do
more than 3,300.

We need to do more of that. It gives those small businesses the
confidence that we really are doing something proactive for them.
They have told us for years it is very hard to do Government con-
tracting, and we are trying to streamline that and make it easier
and provide them with some real opportunities.

We cannot guarantee them contracts. We should not guarantee
them contracts. But we should create the right environment for
them to succeed.

Chair SNOWE. Senator Pryor, do you have any additional ques-
tions?

Senator PRYOR. I do not really, Madame Chair, except for maybe
just one. And that is you talked about zero subsidy and that is a
good thing in your mind?

Mr. BARRETO. Yes, sir.
Senator PRYOR. You are moving the SBA toward the zero subsidy

approach pretty much across the board; is that fair to say? Or you
are trying to get to zero subsidy in all the programs you can?

Mr. BARRETO. We have been at zero subsidy with the 504 loan
program, a very successful program. We have been at zero subsidy
for some time with the SBIC program. And so the 7(a) program is
just following what I believe is a positive trend. It allows us to be
able to do more loans and reach more people than we ever have
before.

And at the same time being able to save the American taxpayer
over $100 million that we do not have to spend for a program that
can support itself.

Senator PRYOR. As I understand, when you talk about zero sub-
sidy, you are talking about there are no tax dollars wrapped up in
the loan?

Mr. BARRETO. No appropriation to do 7(a) loans; that is correct.
Senator PRYOR. But do not some companies need that subsidy?

Do they not need that to help them get started? And will not the
Government get their money back fairly quickly in payroll taxes
and getting people off unemployment rolls, et cetera? Are there not
cases where some companies need a subsidy?

Mr. BARRETO. In this case the subsidy is going, because of the
subsidy rate that we have, we believe that with the improvements
that we have made, the econometric modeling that we have done
with regards to the subsidy rate, we can get that down. With the
management changes that we have made, we can improve our abil-
ity to be able to offer those funds.

What is happening is—what small businesses tell me is I do not
care what you call your program. I do not care how the watch is
built. I just want to know what time it is. And will they be able
to get these loans easier? Will there be less paperwork? Will they
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be able to get loans at larger levels if they need to? Will there be
more money available to be able to get these loans? And in all
those issues, the answer is yes. That is what has been happening
now over the last year. It is a very positive trend. We are breaking
50-year records and will break records every single year if we con-
tinue doing the things that we have been doing.

At the end of the day, that is what is important to small busi-
nesses.

You see, when I first came on board, many small businesses said
I can take a yes and I can take a no, but the maybes kill me. Too
much paperwork, too expensive, takes too long. And so what we
have done is we have streamlined our process so that we can be
a better partner to them. We have become a more passionate advo-
cate for the things that are more important to them and we have
definitely been more responsive to them than at any time in our
history.

So at the end of the day I think that is what small business ex-
pects from us.

Senator PRYOR. In my mind, streamlining the process is great,
but that is slightly different than zero subsidy. That is apples and
oranges.

What I am asking is if you have a zero subsidy approach to these
loan programs, are there some businesses now, because you have
gone to zero subsidy, that will not be able to get the loan, because
you have gone to zero subsidy?

Mr. BARRETO. I do not believe there is any business that can
qualify for a loan that will not be able to get a loan because we
are at a zero subsidy rate. Again, we have other successful pro-
grams that are zero subsidy that are doing more than ever before.

I think it’s because we have been able to prove that we can make
these loans more efficiently, that we are more effective at doing
them, that this is a cost-effective way of lending. That is one of the
reasons that we are able to get that subsidy rate down to zero. So
we believe that this is actually going to be a net benefit for thou-
sands of small businesses.

Let me give you an example. This last year we did 67,000 loans
in our 7(a) loan program. 67,000 loans. That never happened be-
fore.

With this new proposal, we think we can get to 90,000 loans.
Tens of thousands of small businesses that were not getting loans
from us before will get them now. That is what I think is critically
important, more job creation, more capital where it belongs, in the
hands of small businesses.

Senator PRYOR. I am not trying to dicker with you on this, but
what I am saying is you have emphasized how you are getting effi-
cient, less paperwork, and I understand that. What that means to
me is that there is a smaller barrier between the lender and the
borrower. If it is easier to fill out the paperwork and faster and it
is more certain, that is great. But the question I am asking is, are
we also not reaching down low in our economy with these strug-
gling businesses that cannot qualify? They cannot go to a bank and
get a loan. They have to work with the SBA to get a loan.

So as I understand your testimony, what you are saying is it is
your belief that we are not denying anyone loans otherwise?
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And the reason I say that is because the numbers do not mean
anything to me, because if it is easier to get it maybe there are a
lot of other companies out there that are now trying to get it that
just did not want the hassle before. But what I am worried about
is the weaker companies or the start-ups, whatever you want to
call them, that really otherwise—I mean SBA is their only way
they are going to get the resources they need.

Mr. BARRETO. Senator, I hope this will assure you. The reason
that we are going to zero subsidy is because we are reaching more
of those small businesses. Let me explain to you why.

There is no way we get to zero subsidy if we do not have an SBA
Express program. The SBA Express program allows us to get that
subsidy rate down to zero. It is a 50 percent guarantee which
moves that subsidy rate down.

And the reason that we did more loans, more smaller loans to all
of those groups that I mentioned before, minorities and women, is
because many of those loans were happening through the SBA Ex-
press program.

In other words, the exact opposite is true. We will reach more of
those struggling businesses, more of those businesses that were
never getting loans with the SBA. When I first came on board, the
average loan size was almost $250,000. That shut out a lot of those
businesses. Our average loan size last year was a little over
$160,000 and going down.

It does not mean we can not do big loans. We will do big loans.
We will do big loans in the 7(a) loan program and we will also do
them in the 504 loan program. But we will reach more of those
smaller emerging market businesses than we ever have in our his-
tory. And that is what allows us to go to the zero subsidy rate, be-
cause of the success and the effectiveness of the SBA Express pro-
gram.

Senator PRYOR. Thank you.
Chair SNOWE. Thank you very much, Administrator Barreto. We

appreciate the fact that you took the time to be here today to an-
swer our questions forthrightly, and we are looking forward to
working with you. We applaud you for what you have been doing
as an advocate on behalf of small business throughout America and
for your enthusiastic and energetic leadership on behalf of the
Small Business Administration. So many things have worked very
well.

I also appreciate the innovation that you have brought to the
Agency, as well, and to programs and thinking differently and cre-
atively. I want to express my appreciation on the alternate work
sites, including Maine in that program now. I think it is just an-
other example of the type of creativity and innovation that you
have brought to the Agency. And also in showing how things can
be done differently and bringing those resources to people who
need them.

So I thank you and I commend you.
Mr. BARRETO. Thank you very much, Senator Snowe, Senator

Pryor, it has been an honor to be in front of you today. Thank you
very much.

Chair SNOWE. Thank you.
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We have a panel and I notice we have a vote. Let us bring for-
ward the second panel. Mr. Tony Wilkinson, who is the President
and CEO of the National Association of Government Guaranteed
Lenders; Mr. David Coit, who is Chairman of the National Associa-
tion of Small Business Investment Companies; Ms. Mary Mathews,
who is the former Board Chair of the Association for Enterprise
Opportunity; and Ms. Ellen Golden, was is here to represent the
Association of Women Business Centers that represents 89 Women
Business Centers across America.

I would like to have you all summarize your testimony if you
can. There is a vote on, so Senator Pryor is going to chair the Com-
mittee and I will go vote and come back. So we will ask you to
begin with Mr. Wilkinson.

Senator PRYOR. [Presiding.] Go ahead, I am ready when you are.

STATEMENT OF ANTHONY WILKINSON, PRESIDENT AND CEO,
NATIONAL ASSOCIATION OF GOVERNMENT GUARANTEED
LENDERS, INC.

Mr. WILKINSON. First of all, I want to thank the Chairwoman
and Senator Kerry, Senator Pryor, for your leadership on the 7(a)
issues that are before us today.

As Senator Snowe said in her opening, that the SBA loan pro-
grams are a critical lifeline for many small businesses and that is
absolutely correct. From bank call reports we know that there are
about $485 billion in outstanding small business loans in this coun-
try. But of that $485 billion, only about 20 percent of those loans
have maturities in excess of 3 years, which would put that at about
$95 billion.

Compare that with the outstanding 7(a) portfolio, which is about
$40 billion, and you can see that the SBA 7(a) program is one of
the largest, if not the largest, single source of long-term capital for
small businesses in this country. This program is critically impor-
tant to the health and vitality of the small business sector.

Yesterday there was a hearing on the House side, in the Small
Business Committee, where four small businesses testified about
the adverse impacts they have suffered under the actions the Ad-
ministration has taken regarding the closing of the loan program
earlier this year and then subsequently not being allowed to resub-
mit their loan applications.

It is unbelievable that applicants who lived by the rules, filed
their applications on time, did everything they were supposed to
do, had the rug pulled out from underneath them and were told
simply too bad by the Agency. They have not been allowed to re-
submit their applications, because these were applications that
were in excess of $750,000.

These small businesses create jobs. They needed the financing to
grow and hire new employees and to do the things that they need-
ed to do in their communities and they have not now been able to
do so. It is a travesty and I hope that with your help we will con-
tinue to fight this issue to see that those applications that were
filed on time get processed and get approved, because there is sim-
ply no reason why the Agency is not processing those loans.

Rather than summarize my testimony, I am just going to touch
on a few things that the Administrator talked about. First of all,
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the Administrator seemed to be a little bit selective on the informa-
tion he provided regarding the industry’s estimate of loan demand.
For the current fiscal year, we had anticipated loan demand at
$12.5 billion. At the end of the first quarter we had done $3.122
billion, which puts us on pace of $12.5 billion, a pretty good esti-
mate.

Last year we estimated $11.8 billion. We did $11.3 billion and
there was a $500,000 loan cap in place for the first 5 months of
the year. Obviously, we would have done more lending had the loan
cap not been in place, and our estimate of demand would have been
pretty close.

For 2002, we estimated $11 billion. We did $9 billion in the reg-
ular program and an additional $1.7 billion in STAR. So our esti-
mate of demand for the last 3 years has been very good.

The Administrator also mentioned that 95 percent of the loans
made have been under $750,000. But with the loan caps in place,
both this year and last year, we have missed an opportunity to fi-
nance a lot of businesses that need financing. I can tell you that
there been businesses that have been caught in the current prices
who had made down payments on contracts, who had approval
from their PLP lender, which is a pretty good comfort factor in this
program, only to have the rug pulled out from underneath them.
They have lost down payments. I cannot tell you the number of
firms that have been financially harmed by the actions taken by
the Administration this year.

Now the Administration rolls out a new proposal that we have
not been briefed on nor have we had any discussions about it. From
our perspective, this program is not broken. It does not need to be
overhauled. It needs the support of the Administration.

The concept of a 50 percent guarantee, or excuse me, expanding
the Express program. The Express program today is primarily a
credit scored product. Major commercial banks in this country use
their credit scoring models. The average loan size in the Express
program today is $48,000. They have got the ability today to take
Express up to $250,000. There are a few loans that are made in
excess of $100,000, but not many. Most of the Express loans are
the under $100,000 variety.

So to conceptually put in place a plan that would make all loans
at 50 percent guarantee really does not seem to be reasonable on
our part.

The Administrator said the industry flooded them with larger
loans during the notification period. Well, every time the Adminis-
tration announces a loan cap, the requirement for the announce-
ment is intended to allow those applicants who have started their
processing and begun to pay fees to get the necessary documenta-
tion together time to finish their application. That is exactly what
happened. People heard the deadline. They took the steps nec-
essary to finish the application. This is not the first time that this
has happened. Every time that there has been a loan cap an-
nouncement we get a spike in loan demand. This is nothing new.

So to say that the industry flooded them with larger loan appli-
cations, that meant that there was strong demand from small busi-
ness out there who need access to capital and they were the ones
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who took the steps necessary to get their applications turned in on
time.

The Administrator also talked about a 30 percent increase in
loan authority in the fiscal year 2005 budget. Well, they needed it
this year. They needed the $12.5 billion level this year. They are
a year late to the party. All they are asking doing now is asking
for straight-line authority into next year when chances are we are
going to see continued demand on this product. So hopefully we can
work through these issues and come up to some solutions.

The Administrator also said that the industry has said we need
to get the restrictions lifted and get this program back up and run-
ning as quickly as we can. And we absolutely agree with that.

As you know, getting information from the Administration on
some of the SBA issues has been very difficult. The Administrator
said that the new proposal was going to be a savings to the tax-
payer.

In the fiscal year 2005 budget, in the credit supplement page,
there is documentation that says borrowers and lenders have over-
paid in the 7(a) program $1.2 billion in the last decade. And to say
now we need to take another $100 million out of the hide of small
business does not seem quite reasonable.

Now the Administration did take some steps last year, they de-
veloped an econometric model. Thanks to the leadership of this
Committee we passed legislation to allow SBA to use that model.
Before we have any further discussions about programmatic
changes, we would like to see the results of a GAO report vali-
dating that model. Is it fair and is it reasonable? Are we through
with the period of time where we are overcharging borrowers and
lenders for using this program? My understanding is that SBA has
not been forthcoming with information and it has been a struggle
for GAO to get the data necessary to validate the model. Until we
see the results of that report, it is going to be difficult for us to en-
gage in discussion about how the program might be changed.

Senator Pryor, I would be happy to answer any questions.
[The prepared statement of Mr. Wilkinson follows:]
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Senator PRYOR. Why do not we let Mr. Coit go ahead and make
his comments and then we will take all the questions when Sen-
ator Snowe gets back. Go ahead.

STATEMENT OF DAVID COIT, CHAIRMAN, NATIONAL
ASSOCIATION OF SMALL BUSINESS INVESTMENT COMPANIES

Mr. COIT. Thank you, Senator Pryor.
Thank you for the opportunity to appear before you today to give

NASBIC’s views about the Administration’s fiscal year 2005 budget
proposal as it relates to the SBIC program.

The major point I want to stress is that the Participating Securi-
ties Program will end on October 1st if SBA’s proposal is enacted.
We agree that legislative restructuring is required, but it must not
be done along the lines proposed by the Administration.

As the managing director of two participating securities SBICs,
my goal today is help the Committee understand why SBA’s pro-
posal will not work and why we believe that NASBIC’s proposal
will work for all stakeholders in the program.

The Participating Securities Program is critical to the continued
success of the SBIC program. Participating Securities investments
currently represent 55 percent of all SBIC investments. Partici-
pating Securities investments have totaled $7.5 billion since the
start of the program 10 years ago. 26 of 36, or 72 percent of all new
SBIC licenses issued by SBA in fiscal 2003 were Participating Se-
curities SBICs.

NASBIC supports SBA’s proposed $4 billion in Participating Se-
curities leverage for fiscal year 2005. However, NASBIC strongly
opposes the restructuring proposed by the Administration. The pro-
posal would not work for the talented management teams and
knowledgeable investors we want to have in the program. I cannot
stress that enough.

The current structure has worked because there is the potential
for substantially enhanced returns to private investors investing in
Participating Securities funds, but only if the SBIC performs above
an annual 12 percent level of profitability.

That potential for enhanced returns is required to offset the
many program negatives. Not the least of these are upfront fees
and preferred returns for SBA, capital impairment and restricted
operations regulations, SBA’s liquidation preference, and the very
real fact that private investors fare substantially worse than they
would in a non-SBIC if profitability falls below 12 percent.

SBA’s proposal would destroy the balance of the current program
by increasing the negative elements and substantially reducing the
positive elements.

SBA’s proposal will not work for knowledgeable investors. In fact,
even the existing program structure is too complex and too risky
for most sophisticated institutional investors, particularly those
with fiduciary responsibilities. As an example, the Maine State Re-
tirement System gave strong consideration of a substantial invest-
ment in our first SBIC 10 years ago. Their review of the invest-
ment—and the Maine State Retirement System had never made a
venture capital investment in the past—it had passed review of
their Investment Committee and their Board and their Fund Ad-
viser in Chicago. It actually got approved formally. But when the
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manager of the retirement system looked into the regulations, he
went back to the board and said this is too complex. This is already
a risky business. Adding in the complexity and the risks of the pro-
gram, I think we should not go forward with our investment.

In contrast, NASBIC’s proposal is simplicity itself. Investors, pri-
vate investors, and SBA would share SBIC profits and losses on a
pro rata basis. Based on the 20-year venture capital industry re-
turn statistics and average Treasury rates, adoption of our proposal
would see the subsidy rate fall to zero. In fact, all data available
indicates that the Government would actually make money as a
long-term participant in the program.

Our proposal would eliminate all of the negative elements that
most institutional investors object to in the current structure and
attract additional capital sources to the program.

In conclusion, structured as we propose, the Participating Securi-
ties Program would accomplished the mission at no cost and likely
a gain to the Government, would accomplish the mission without
distorting the operations of the private capital markets, would at-
tract the largest possible percentage of knowledgeable private in-
vestors and quality fund managers, and would stimulate invest-
ment in U.S. small businesses to the greatest possible extent dur-
ing times of scarce capital

I just want to give one example of how SBICs provide capital to
companies, particularly during a recession. There is a company in
Maine named the Diamond Phoenix Corporation. It is in Lewiston,
Maine. Diamond Phoenix is a world-class provider of warehouse
automation systems.

In fact, I do not know if you remember a company called
Webvan. This was one of the biggest dotcom companies back in the
late 1990s. It raised $1 billion to build warehouses around the
country to deliver groceries that are ordered online, and it failed.

Webvan searched the world markets for systems that would
automate their warehouses and chose Diamond Phoenix Corpora-
tion of Lewiston, Maine. They actually also invested in the com-
pany so that Diamond Phoenix would not sell its technology to
competing companies.

Obviously, Webvan did not survive and as the recession came on,
capital equipment orders across the country declined substantially.
So this company, which had world-class technology, began to suffer.

The management team did everything they could to keep the
company going. They took cuts in their salaries, they mortgaged
their homes, put money into the company. They got out themselves
into the marketplace and did selling. They did all of the right
things.

But the other element that allowed the company to survive, and
I am proud to say it is back and profitable again as the economy
is beginning to recover, is the fact that an SBIC, its only investor,
was there and willing to step in and support them financially. That
company could not get financing from the normal venture capital
community and they are there today because of this program.

So in closing, I would like to reiterate how important the Partici-
pating Securities Program is in providing capital to so many of this
country’s small businesses, many of them in underserved markets
like Lewiston, Maine.
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I urge you to continue to support the Participating Securities
Program and to consider NASBIC’s proposal to make the program
better for all its from stakeholders.

Thank you, Senator.
[The prepared statement of Mr. Coit follows:]
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Senator PRYOR. Thank you.
Ms. Mathews, we have a vote and the Chair is going to be back

any moment. But I better leave and go vote, or I am going to miss
the boat.

So why do we not take about a 3-minute recess or something like
that. I know that Senator Snowe will be right back. She is on her
way back right now, but I better race over there and vote or I am
going to miss it.

There she is. Perfect.
You are recognized, Ms. Mathews.
Chair SNOWE. [Presiding.] Proceed, please.

STATEMENT OF MARY MATHEWS, FORMER BOARD CHAIR,
ASSOCIATION FOR ENTERPRISE OPPORTUNITY

Ms. MATHEWS. Thank you, Senator Snowe. Just in time.
I want to thank you for this opportunity to appear before you

this morning to talk about the proposed termination of the SBA
Microloan program and PRIME in the President’s 2005 budget.

I am here today representing the Association for Enterprise Op-
portunity. I am also President of the Northeast Entrepreneur Fund
in Virginia, Minnesota. The Entrepreneur Fund is a rural micro-
enterprise and small business development organization. We pro-
vide training, technical assistance, and financing to emerging and
existing businesses in 11 counties in northeastern Minnesota and
northwestern Wisconsin. We have been an SBA Microloan program
participant since 1992. We do grass roots entrepreneur develop-
ment in rural communities.

As you know, the President’s 2005 budget terminates the
Microloan program and zero funds PRIME. The SBA contends that
the program is too expensive and that banks will use the 7(a) Ex-
press, Community Express and low doc guarantee programs to
make the kinds of loans that we make now. We strongly disagree
that these programs are capable of serving our Microloan bor-
rowers.

The Microloan program was created in 1992 to help small busi-
ness owners in need of small amounts of capital that are not yet
bankable. The program is today the single largest funding source
for microenterprise development organizations across the country
and it funds about 185 organizations.

Intermediaries since 1992 have made over 19,000 loans totaling
$213 million. Last year was a record year. We made over 2,400
loans, 2,442, as Secretary Barreto attested to earlier, totaling near-
ly $30 million. The program exceeded the goals that the SBA set
for it in 2003. The goals were $28 million in new loans.

Our organization’s average loan size is $9,000, considerably less
than the 7(a) average of $167,000 which does not get quite to
Microloans.

There two key issues that I would like to address. One is that
we evaluated our portfolio. Senator Pryor asked Secretary Barreto
about how deep the current SBA Express programs are reaching.
So I am going to talk to you about our portfolio as compared to the
lending criteria for Community Express, Express and low doc pro-
grams. Here is what we found.
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First, 85 percent of the loans in our portfolio do not meet the
minimum guidelines for equity injection. Two-thirds of our loans
would not meet the minimum commercial lending institutions’
creditworthiness guideline. Many of these customers show recent
bankruptcy activity or judgments. The average credit score for our
borrowers in 2003 was 561.

Over half of the loans in our portfolio the entrepreneur had no
experience in the business they started and even more lacked the
ability to manage a business in general.

The SBA’s premise for terminating the Microloan program is that
banks will use guarantee programs to make these loans. I would
ask any banker in this room if they are interested in making loans
to the people that I just described. Their answer would be no.

So what does that mean? The Secretary talked about programs
that show real results and real measurable results. Our portfolio
today, at 30 days our Microloan portfolio has a 2 percent delin-
quency rate. We have historically charged off 10 percent of our
loans. In the loans we have made since 1997, 94 percent of those
businesses are still in business and still operating. This is grass
roots business development. These are real measurable results.

The SBA has contended that the program is inefficient and cost-
ly. A 97 cents per dollar loan number is used. The context for those
numbers has not been presented.

This is an expensive program. Bankers say, and our experience
confirms, that is costs as much to make a small loan as it does a
large loan. If it was able to be done by banks, banks would be
doing it. But they will not, because the transaction cost for a small
loan is too expensive, in addition to the loans being high risk.

In closing, we would ask that the Committee support in the 2005
budget $15 million for PRIME, $30 million for loans to Microloan
intermediaries, and $25 million for Microloan technical assistance.
Banks using SBA loan guarantees will not fill the gap that we are
filling as organizations. The demand is currently outpacing supply.

AEO and the intermediaries have worked with the SBA for pro-
gram improvements. We know that there are more program modi-
fications that could be made and we are willing to work with the
SBA to do that and would like to have opportunity. We ask you to
fund these programs, not terminate them, because terminating
them closes the door on economic opportunity to businesses that
will not be served by any other source.

Thank you, Senator.
[The prepared statement of Ms. Mathews follows:]
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Chair SNOWE. Thank you, Ms. Mathews.
Ms. Golden, welcome.

STATEMENT OF ELLEN GOLDEN, ASSOCIATION OF WOMEN’S
BUSINESS CENTERS

Ms. GOLDEN. Senator Snowe, I would like to thank you, Senator
Kerry, and the members of the Committee for giving me the oppor-
tunity to participate in today’s hearing.

I am Ellen Golden, Senior Development Officer for Coastal En-
terprises, Incorporated in Wiscasset, Maine, and I am also here
representing the Association of Women’s Business Centers.

The Association of Women’s Business Centers is a national non-
profit organization that represents Women’s Business Centers and
women business owners across the country. Coastal Enterprises is
a private non-profit community development corporation and a
community development finance institution which provides financ-
ing and technical assistance in the development of small busi-
nesses, social services, and affordable housing.

CEI has been a Women’s Business Center since 1995 and we are
currently funded under the sustainability pilot.

The Women’s Business Center program was created in 1988. It
is a leveraged Federal investment in women’s economic develop-
ment that has enjoyed consistent widespread bipartisan support
from Congress, and we certainly thank you, Senator Snowe, and
the other members of the Committee for your consistent support for
this program.

The 89 centers serve a range of women, minorities, low income
women, women with disabilities, and veterans, as well as busi-
nesses at all stages of development, in all sectors and at a range
of sizes. The program has grown from a demonstration with 3-year
funding to a permanent program with an initial 5-year funding
cycle. In 1999, with the overwhelming support of Congress, the pro-
gram incorporated a sustainability pilot program that allows cen-
ters to apply on a competitive basis for an additional 5 years of
funding.

In their brief history, the Women’s Business Centers have be-
come a key SBA resource partner. Their importance is recognized
in the President’s budget request where the Women’s Business
Centers are acknowledged as a component of the SBA’s primary in-
frastructure, as highly effective, and as having a well developed in-
frastructure.

There are three points, however, I would like to make about the
President’s budget. The first has to do with the requested level of
funding. The President requests $12 million, which is less than we
received last year and it is simply not enough. The Association is
asking that funds be appropriated at a level consistent with the
current authorization, which is $14.5 million. This is what we need
in order to meet the current commitments of the program and also
to support the addition of new centers in areas that are currently
not served by the program.

The program has been flat funded at $12.5 million for the past
3 years. In reality, flat funding means a reduction in funding. In
addition to the effect of inflation and the increasing cost of oper-
ations, the sustainability centers lost between 12 and 19 percent of
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their funding last year, because there simply was not enough
money to go around.

In fiscal 2005, under the current funding model, with an appro-
priation of $12 million, the grants to the sustainability centers
would be cut in half. I think you can easily imagine what the im-
pact on the program would be.

My second point addresses the goals of the Agency for the pro-
gram. First, as noted, many centers have already had their funding
reduced. Their resources are stretched to the point of breaking and,
as I already said, $12 million does not cover current needs. None-
theless, the centers are being expected to increase the number of
women served by 18 percent to an unprecedented 130,000 women.

Secondly, the goals that have been developed for the Women’s
Business Centers have been developed without any discussion with
either the Association or the centers themselves. There has been no
attempt to determine whether or not they are realistic or achiev-
able.

For example, in the President’s request the Women’s Business
Centers are being asked to train SBA personnel on doing business
in Native American communities, to implement and evaluate pilot
technical assistance programs for Native American communities, to
generate articles for the online women’s business center, and to
host the online women’s business message board, which would be
available 24/7. All of this with less money and increased levels of
service.

Thirdly, we think it is unrealistic to imagine that the Women’s
Business Centers and the other key resource partners will absorb
the additional demand resulting from the elimination and reduc-
tion of other SBA programs such as the Microloan technical assist-
ance grants and PRIME. These programs serve different markets.

Moreover, the current demand for Women’s Business Center
services is already so high that clients at our center in Maine have
to wait from 3 to 6 weeks in order to get services. The Women’s
Business Centers can simply not fill the gap left by the elimination
or reduction of other programs.

The Women’s Business Centers are as eager as other resource
partners to contribute to the SBA’s overall goals and to bring these
essential services to existing and emerging entrepreneurs across
America, but we need to be involved in the process of setting those
goals and making sure that they are realistic and doable.

My third point addresses the issue of sustainability. As you well
know, the SBA’s currently operating under temporary reauthoriza-
tion which expires on March 15th. Without reauthorization, the
sustainability pilot will expire. Although there are some differences
between them, both the Senate and the House reauthorization bills
contain provisions for renewal grants beyond the initial funding pe-
riod of what we have been calling sustainability.

We are deeply concerned that sustainability or renewal grants
have not been taken into account in the President’s budget request.
There are currently 33 centers in the sustainability pilot and at
least another 20 will be eligible to apply this year. Together, these
two groups account for nearly two-thirds of the currently funded
Women’s Business Centers. These are the more experienced centers
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that have demonstrated their ability to meet the program’s goal
and to deliver quality services.

These are the well developed infrastructure referenced in the
President’s budget. These are the very programs that the SBA is
relying on to achieve its ambitious goals and yet there is no men-
tion made of a commitment to fund them.

The Women’s Business Centers are a well developed and highly
effective infrastructure. But if we pursue a strategy of inadequate
funding, unrealistic goals, and an unwillingness to invest in exist-
ing capacity we will quickly undermine the effectiveness of this im-
portant resource. Thank you.

[The prepared statement of Ms. Golden follows:]
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Chair SNOWE. Thank you, Ms. Golden.
I will start with you on the question regarding the funding. Obvi-

ously, it is a decrease from last year and it is flat funding over the
last 5 years, so obviously, it does represent a hardship.

What appropriation do you think would be sufficient?
Ms. GOLDEN. If we want to increase the size of the program, and

I know that this is a concern that has been brought before this
Committee in the past, and I know that there are parts of the
country that are not currently served by Women’s Business Cen-
ters, if we want to maintain current capacity as well as increasing
it, then the $14.5 million, which is the current authorized amount,
would cover all of that.

Chair SNOWE. And you feel in the Administration’s request on
sustainability centers, that is one of the crucial issues that is over-
looked, obviously. And adding new ones and not obviously pro-
viding a sufficient amount for those that exist.

Ms. GOLDEN. I think you will recall that at the roundtable on en-
trepreneurial development programs that you held last spring, the
SBA at that particular hearing offered testimony that indicated
that they had a clear preference for opening new centers over fund-
ing the current sustainability centers.

As I said earlier, and I made the point last spring, those are the
heart of the program. Those are the centers that have dem-
onstrated their capacity to deliver the programs effectively and effi-
ciently. So it does not make sense to us to cut those programs out.

Chair SNOWE. There should be some kind of balance, obviously,
we need to create in this whole program. Insufficient funding it
makes it even harder. But for those who have existed and have a
proven track record, it clearly make sense to ensure that they are
supported.

So we will have to look at that particular issue, in addition to
the other issues concerning the technical assistance that are going
to be part of your program is the Native American program. I know
that you have commented on that as well.

Ms. GOLDEN. It is not that we would be opposed to taking on re-
sponsibility for additional tasks or activities, but we would like to
be compensated for it. I think the point is that at the current level
of funding we cannot assume additional responsibilities.

Chair SNOWE. Ms. Mathews, you heard the Administrator re-
spond to Senator Pryor’s comments regarding the Microloan pro-
gram. Could you address those, in terms of how you think it would
not work with respect to zeroing out the amount and having the
other programs compensate for it? Are you saying essentially that
the loans are too small, take too much time, obviously greater cost
would be required in order to process those type of loans?

Ms. MATHEWS. Yes.
Chair SNOWE. All of the above?
Ms. MATHEWS. All of the above.
Chair SNOWE. And the other programs would not be adequate to

compensate, because they are too small and take too much time?
Ms. MATHEWS. There is the question of credit quality. A bank

does not do a 561 credit score loan. They do not do that level of
loans. But yet we are producing strong growing businesses from
these targeted customers.
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The loans are small. The SBA Express Program in Minnesota in
2003 made six loans under $10,000. This year to date it has made
one loan under $10,000. So they are making $10,000 to $35,000
loans.

Our average loan size last year was $9,000. We made a number
of loans at the $1,000 level. Those loans will not be made because
of credit quality and borrower capacity, because of the size, and be-
cause banks do not have the capacity or the resources to provide
any kind of technical assistance to be tied to the loan.

Chair SNOWE. And every dollar spent, do you agree with that cal-
culation by the SBA with respect to every dollar spent costs 97
cents to process the Microloan?

Ms. MATHEWS. I do not know the context in which that number
is created. I suspect that that number also includes the cost of
training and technical assistance as part of the Microloan program.

The major cost of the Microloan program is actually the entre-
preneur development process, yet it is included in the SBA’s credit
budget. So we are not sure what is included in the number. There
is no other loan program in the SBA that has all of the associated
costs for technical assistance loaded in to the cost of the loan. So
there is great comparison of apples and oranges.

I have another example of how numbers are used out of context.
In our region, for example, the small business development center
serves 800 people a year. We serve 800 people a year. In reports,
they are given credit for serving 800 clients. We made 29 loans. So
their 800 clients are compared to our 29 loans. There is no com-
parison of the work that we have done in the process to determine
efficiency and effectiveness.

So there is a number of ways in which the calculation does not
tell the whole story.

Chair SNOWE. I appreciate that.
Mr. Coit, I understand my staff tells me you mentioned Diamond

Phoenix and my home town area, as a successful SBIC investment.
As you know, I know you testified on your issue and I wish I had

heard your testimony as well, about the restructuring proposed by
the SBA. I would like to have you comment on that.

What concerns specifically do you have with the SBA’s SBIC pro-
posal? Do you think it is unrealistic, the fact that obviously they
would restructure with providing the SBA a higher percent of the
profits?

I have had a chart made to compare the proposal of your associa-
tion to that of the SBA and there are some fundamental differences
in terms of what currently is allowed and compared to what the
SBA is proposing.

What concerns do you have specifically and primarily? And sec-
ondly, your proposal, why do you think it would be preferable?
Keeping in mind the interest of the taxpayers, as well, because we
have public accountability with respect to these issues. And obvi-
ously, it is a riskier proposition.

And so therefore, I would be interested in your comments as to
why you think your proposal, the association’s proposal, would be
better, the National Association of Small Business Investment
Companies.

Mr. COIT. Thank you.
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We actually, before putting this proposal forward, spent a lot of
time with our industry, both the managers and members of
NASBIC to understand their preferences for this. But very impor-
tantly, also spent time with the institutional investor community,
including a group called the Small Business Investment Alliance
which represents some of the major banks that support the pro-
gram, to make sure that whatever we proposed worked for them.

Of course, it has to work for the taxpayer and it has to work for
the small business community, as well.

Obviously, the taxpayer has a difficult time in the program over
the last 3 years. Anybody in venture capital has had a very difficult
time. Until 3 years ago, the industry as a whole never actually lost
money in any single year and it has now had 3 years in a row
where there have been substantial losses. So the Participating Se-
curities Program, which started 10 years ago and grew substan-
tially during the late 1990s, was unfortunately and uniquely posi-
tioned to participate in the very significant decline in our industry.

One of the things we did do was to try to understand the tax-
payer’s position if the program had been structured the way we are
proposing over the last 10 years. The actual losses to the taxpayer,
we understand SBA has also looked at these numbers—would have
been substantially less, maybe even zero. So we think our proposal
actually protects the taxpayer by increasing their profit share in
the program without really diminishing the risk all that much. We
think the trade-off for the taxpayer is actually substantially better.

For small businesses, what this is going to do is to actually at-
tract more institutional investor capital and sophisticated capital to
the program. As I said, the SBIA group has endorsed this ap-
proach.

I did talk while you were out about the Maine State Retirement
System, which we approached for our first—actually for both of the
two SBICs we formed. In the first instance they had actually ap-
proved an investment in our SBIC. They had gone to Ennis Knupp,
which is their advisor in Chicago. And they had approved it, in
terms of our quality as an investor.

Then the director of the Maine State Retirement System took the
next step, which was actually to look at what the SBIC regulations
were about, and then went back to the board and said we should
not do this as a fiduciary.

The point is that by restructuring the program and making it
more simple, more money both from the banking community which
has traditionally supported the industry, but also particularly from
public pension funds which have a regional interest in making in-
vestments in local venture capital funds, that this would open up
substantial amounts of additional and sophisticated capital to the
program.

That sophisticated capital will also be a screen for more sophisti-
cated managers. So the quality of the program from the point of
view of the institutional investor supporting the program and the
managers who will be attracted to the program will be improved.
If the taxpayer is going to have a higher percentage of profits, the
taxpayer should also do better.
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For the small businesses, this just means there is going to be
more money in the program. It is going to be more competitive. It
will lower the cost and create more availability to small businesses.

Chair SNOWE. I appreciate it and obviously this is an issue that
we will have to explore, the Association’s proposal as well as the
Administration’s. Obviously, we do not want to make it less attrac-
tive to investors or make it unfeasible.

At the same time, I realize the last 3 years hopefully were an ex-
ception to the rule and not the norm, which has obviously contrib-
uted to the problems of the SBIC and venture capital in general.

Mr. Wilkinson, I know Senator Pryor wants to ask a question,
but just on the 7(a), as I said earlier, I do plan to convene a round-
table to have a more in-depth discussion of the fundamental
changes to the program and making it zero subsidy rate and chang-
ing the guarantees, prohibiting the piggybacks and so on. So I am
certainly going to want to have your input.

What is your greatest concern about this approach?
Mr. WILKINSON. Well, the greatest concern today is the number

of borrowers who had their applications in on time and had the rug
pulled out from underneath them. We have got three applicants sit-
ting in the audience today who testified yesterday on the House
side about the financial damage their small businesses have in-
curred.

This is a problem that the SBA can resolve today. The applica-
tions were in on time and they can process them if they so chose
to.

By not doing so, they are, for whatever reason, making these ap-
plicants pay a punitive price. And it is just, in our opinion, a mean-
spirited attempt by the SBA to reduce loan volume. These applica-
tions and the others like them across the country should not be
ones paying the price for the way the funding situation was man-
aged.

Chair SNOWE. I would agree with that. I think it does breach a
trust——

Mr. WILKINSON. It does.
Chair SNOWE. In the agency and in the program itself.
Mr. WILKINSON. And circumvented the 15-day notice requirement

in the Small Business Act.
Chair SNOWE. I agree, on three different occasions, I mentioned

earlier. But the fact is people obviously applied based on the rules
and the law.

Mr. WILKINSON. Correct.
Chair SNOWE. So I regret that and we will continue to work with

the Agency on this particular issue. There is no reason to keep in
place a cap at this point.

Mr. WILKINSON. Thank you.
Chair SNOWE. I can assure you that we will continue to work on

that matter, because I agree with you totally. I just think it is a
huge problem for anybody who anticipated irrespective and—as I
recall we had the roundtable here and it was you who expressed
the thought that we need to have a much higher level of authoriza-
tion, irrespective of the previous year. Every year it is going to get
larger. The demand is going to be greater, irrespective of the fact
that is includes the STAR loans or whatever.
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All of the testimony submitted to this Committee, other than the
SBA’s, was the fact that it would be a much higher level than re-
quested by the Agency. That is what is so regrettable about it.

Mr. WILKINSON. The agency’s 2004 budget request made the as-
sumption that small business loan demand was going to go away
simply because a program expired and that simply was not the
case, is not the case, and there is substantial demand from the
small business sector looking for long-term capital and that is what
the SBA should be providing.

Chair SNOWE. So what you are telling me is that first and fore-
most we should rectify the problem with respect to this cap so that
those who have submitted their applications can be helped.

Mr. WILKINSON. Absolutely. They have not been treated fairly or
equitably. It is embarrassing.

Chair SNOWE. Senator Pryor.
Senator PRYOR. Thank you.
This is a very experienced panel with a lot of background and

years of understanding how the SBA works and how it should work
and the things that are going right and going wrong at that Agen-
cy.

I would like to ask, if I may, at the risk of sounding like a public
opinion poll, I would like to ask each of you if you think the trends
and the developments at the SBA today, in your opinion if the SBA
is going in the right direction or the wrong direction? And why?

I know that is kind of a vague question, but if you do not mind,
Mr. Wilkinson, I will let you start.

Mr. WILKINSON. I would be happy to start on that one. The ac-
tions taken in the 7(a) program, in my opinion, have been intended
to not only limit the background of the 7(a) program, but to shrink
it. It is our belief that there are those in the Office of Management
and Budget that do not believe that the Federal Government
should be in the credit program.

We disagreed. There is a sizable gap for long-term credit for
small business and that is exactly what this program does. This
program is not broken. It does not need to be overhauled. It just
needs to be supported. And the direction that we are going, I do
not believe, is the correct one.

Senator PRYOR. Mr. Coit.
Mr. COIT. There are parts of the SBIC program that work very

well. The debenture program has been around for 45 years. It has
been well vetted. There have been changes made to it. More and
more the changes are minor. Our industry is very happy with the
way it is operated by SBA. The debenture program is working. It
is not broken.

The Participating Securities Program is broken and that is why
we have put forth our proposal.

I will say that I think the relationship with SBA is constructive.
This process, we will see where we come out in the end, but right
now we seem to have a good dialogue. So I do not think the rela-
tionship is broken, but the program is clearly structurally broken.

I do have one other concern and that has to do with cuts. There
is an important part of the process of oversight that SBA has and
that is the examination process. My understanding is that the SBA
is actually going to outsource the examination process.
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This was tried on an experimental basis I think 6 years ago and
it was a dismal failure. It actually created more costs. It was very
disruptive to the licensees. My understanding also is that the cur-
rent examination function actually breaks even or makes a small
profit for SBA. In other words, the fees that are charged to licens-
ees for the exam actually cover the cost to SBA.

So the idea of outsourcing this as a way to reduce SBA’s budget
is really not going to improve SBA’s bottom line, but it is going to
dramatically, I think, decrease SBA’s ability to do functionally ac-
curate oversight and it is going to put a big burden on our indus-
try.

Senator PRYOR. Ms. Mathews.
Ms. MATHEWS. Obviously, since the Administration is proposing

to terminate the largest single funding source for my organization
it is hard for me to think about that being a positive direction.

When you were out of the room, Senator, I described how we
reach deeper into the economy than what the SBA loan guarantee
programs do. There is nothing about the proposed changes that,
other than a reduction in paperwork, that are going to reach deep-
er into the market that we serve.

The SBA has made some remarkable improvements in the effi-
ciency of the loan guarantee programs and their ability to serve
larger numbers. We have worked with the SBA over the years and
had some good results in creating efficiencies in the Microloan pro-
gram, but there are many, many more efficiencies that could be
created.

Secretary Barreto made the comment that the economy has
changed in the last 12 years and that the environment has
changed. The Microloan program, in many respects, is still oper-
ating in the 12-year-old environment. We have a system of 185 or-
ganizations that do this kind of work. If we put our minds to it we
could create greater scale and we could create greater efficiencies.

Will it outpace the 7(a) program? No, because the 7(a) program
makes the case that capital is the primary issue. The Microloan
program makes the case that capital is only necessary once the
business owner is prepared. Capital is tied to entrepreneur training
and technical assistance. That is what makes the program success-
ful. If you separate those two, if you separate entrepreneurial de-
velopment from Microloans, the program will not be successful and
it will not have the kinds of results that intermediaries are pro-
viding today.

While it is not large, it was pretty important to 2,442 people in
the United States last year. It made a difference in their lives. And
that will not happen if those programs are gone.

Senator PRYOR. Ms. Golden.
Ms. GOLDEN. Thank you.
Obviously, the Women’s Business Centers are pleased to be in-

cluded as part of the key infrastructure. But we have been dis-
appointed with the levels of funding requested by this Administra-
tion for the past 3 years.

As I mentioned earlier, just an additional $2.5 million would en-
able this program to be fully funded and allow it to be expanded
into areas that are currently not covered. It seems like a rather
modest amount, given the return to local communities and econo-
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mies in terms of new businesses created and jobs and income tax
revenue developed through the work of the Women’s Business Cen-
ters.

The apparent lack of support for sustainability, for those most
experienced centers with a proven track record, is something that
we think is a wrong direction. So again, that is a disappointment.
It feels like that is weakening rather than strengthening the pro-
gram.

Then the last point is that the Association maintains fairly con-
stant communication with the Office of Women’s Business Owner-
ship and we do have a good relationship. But we find it very dif-
ficult that goals are imposed on us without our being asked wheth-
er or not they are realistic and doable.

We are happy to work with the SBA to see how the Women’s
Business Centers can help them achieve what they want, but we
want to be participants in that dialogue, and not be just have goals
handed to us, particularly without additional resources.

Senator PRYOR. I would like to thank all of you for your candor
on those answers. I think those were very insightful.

Mr. Wilkinson, a few moments ago the Administrator said the
Agency could not have predicted the loan volume to avoid shutting
down the lending to small businesses. I would like to hear your
thoughts on that. Could they have predicted that?

Mr. WILKINSON. Yes, Senator, the testimony that we gave last
year in February we anticipated a loan demand this year of $12.5
billion. If you go to SBA’s very own website, they will tell you that
in fiscal year 2003 they did $11.3 billion and they had a loan cap
of $500,000 in place for the first 5 months. So obviously, loan vol-
ume would have been higher than the $11.3 billion.

In addition, the last several months of fiscal year 2003, loan vol-
ume was approximating $1 billion a month. October we did $1 bil-
lion for the month. November, we did $1 billion a month. So they
had known for quite some time what loan volume was trending.

Senator PRYOR. That is my impression as well.
Ms. Mathews, let me ask you about rural economic development

which is something that is near and dear to my heart since I come
from a rural State. It is very, very important to my State. My
sense, my impression, having talked to a lot of business owners
around the State, is that the SBA programs, especially the
Microloan program, is really an important element in strength-
ening rural America’s economy. Would you agree with that? And
what is your experience in helping businesses out in rural Amer-
ica?

Ms. MATHEWS. Thank you, Senator.
90 percent of the SBA Microloans in Minnesota are done in rural

Minnesota. They are not done in urban Minnesota. In the region
that I live nearly 20 percent of the workforce is engaged either in
self-employment or works in a business with four or fewer employ-
ees. Those are micro businesses. That is a huge percentage. In
some of the counties in which we serve, the percentage is as high
as 30 percent.

The services that we provide are critical to help people create a
job wherever they want to live. And there are all kinds of busi-
nesses. It is everything from hairdressers and auto repair to—we
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are working on a project with our community colleges to help train
technology workers and build technology businesses in rural Min-
nesota, jobs where people want to live and are living. This is where
it is going to happen.

Senator PRYOR. That is, at least in my view, one of the purposes
of the SBA is to reach out in rural communities because, as you
well know given your background and experience, in many, many
instances these rural communities do not have access to capital.
Maybe they could go to the bigger cities and go to the larger banks
and try to get loans, but it is not a very appealing environment for
a lot of these banks. They do not want to go out in the rural parts
of various States to try to loan that money.

So my sense is the SBA plays a very, very important role in
keeping the economies going across rural America.

I do not want to talk too much about the Microloan program, I
focused on that with the Administrator, but I know that one of the
great benefits of that that we have already touched on is the
Microloan program helps folks in rural America. It helps women,
minorities, it helps first-time businesspeople. It just seems to me
that it is a program that if done correctly can be a very, very smart
use of tax dollars to get out there and target weaker sectors of our
economy and strengthen those sectors with hopefully using good
business practices and being able to get a big return on taxpayer
investment out there in these communities.

One thing I was going to ask you, Ms. Mathews, is that it seems
to me unfair to compare the 7(a)’s Express program to the
Microloan and Microloan technical assistance program when this
Administration really has not funded the Microloan and Microloan
assistance programs like it should have. And then to try to com-
pare those. That seems inherently unfair to me. Do you have any
comments on that?

Ms. MATHEWS. Like the Women’s Business Centers, the SBA
Microloan program has been either flat-funded or has seen de-
creased funding over the last few years. It is spread in each year
among more and more programs. So our funding has declined, yet
the numbers of Microloans has actually increased. So there is
greater efficiency every year.

It will take more money to improve and to build the program.
Senator PRYOR. One last thing, I was out during your testimony,

but I believe you gave a statistic about the average Microloan?
Ms. MATHEWS. Our average Microloan, across the Microloan pro-

gram it is about $11,000. Our organization’s is about $9,000.
Senator PRYOR. And I know Mr. Barreto a few moments ago said

that the SBA Express average, I believe he said $47,000. He was
citing a lot of statistics and every time we would ask questions he
would always bombard us with statistics. But it seemed to me that
we need to differentiate these programs and the purposes of these
programs. Not all small loans are the same. There is a differentia-
tion within that definition of a small loan.

Madame Chair, that is all I have right now.
Chair SNOWE. Thank you, Senator Pryor, and I appreciate all the

panel’s work and testimony. Obviously, we are going to be following
up with each and every one of you.
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Before I adjourn, just one general question. In all the proposals
in the respective areas in which you have testified here today, what
would you support, if anything, do you support? Is there anything?

I am turning it around, I know.
Mr. WILKINSON. I will start here. We have not seen a proposal.

We were not consulted about putting a proposal together.
Chair SNOWE. We have not either.
Mr. WILKINSON. So I do not even know what I would be com-

menting on.
Chair SNOWE. Except obviously we get the framework, but we

have seen the specifics of the 7(a) proposal.
Mr. WILKINSON. That is correct.
Chair SNOWE. I agree, that we have not.
Mr. Coit.
Mr. COIT. With respect to the Participating Securities Program,

we have our competing proposal, so we actually do not support the
Administration’s proposal.

Chair SNOWE. Ms. Mathews on the Microloan or PRIME.
Ms. MATHEWS. We do not support the proposals to terminate the

Microloan program. We are actually very concerned about what
happens to those existing borrowers and that existing portfolio. The
PRIME program is targeted at very low income individuals, so it
too has a specific focus and is zero funded. So we do not support
the proposal.

Chair SNOWE. Ms. Golden.
Ms. GOLDEN. I do support the Administration’s endorsement of

the Women’s Business Center program as a key component of the
SBA’s primary infrastructure, but we do not support the way that
they are proposing to support us.

Chair SNOWE. And merging technical assistance into the pro-
gram, as well? That is something I gather they did not work with
you on?

Ms. GOLDEN. No, they never consulted us with that and I think
that it is an unrealistic expectation. There is a finite resource. As
I said, the Women’s Business Centers are already swamped in
terms of demand for services. If you were to expect us to take on
these additional responsibilities, it would simply displace current
customers. It does not really add any capacity.

In terms of expecting us to take on the Microloan technical as-
sistance grant, I think it is unrealistic, because the programs have
two very different purposes. The charge, the responsibility for the
Women’s Business Center program is much broader. The majority
of our clients are not coming to us because they want help with ac-
cess to capital. They are coming because they have management
issues. There is a whole range of things they needed. They are
looking for help around e-commerce or how to use the Internet, or
any one of a number of things that do not really relate to the pur-
poses of the technical assistance component of the Microloan pro-
gram.

The same would be true for PRIME which, as you know, is tar-
geted to extremely low income individuals. It is also not targeted
specifically to women, nor is the Microloan program.

While the Women’s Business Centers do work with low income
individuals, that is not our sole responsibility. We are charged with
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working with a range of women business owners. So again, it is not
really a good fit.

I know that there are other programs that are also slated for
elimination or reduction and again I do not think it is necessarily
realistic to expect us to take on responsibility for those, as well.

Chair SNOWE. And you have identified that the level of assist-
ance that Women’s Business Centers would be required to provide
would be 18 percent without the commensurate support or funding?

Ms. GOLDEN. Right, we served 106,000 women this past year in
2003. The goal for 2005 is 130,000 with a reduction of funding. It
is unclear to me how they expect us to be able to do that. I think
we have already demonstrated increased efficiency in our ability to
serve more and more women every year, but at some point there
is just a limit to that.

Chair SNOWE. I appreciate your testimony and your views rep-
resenting your respective programs and constituencies and that
certainly will be helpful as we begin to shape and respond and ex-
plore and examine all of the programs and the programmatic
changes submitted to this Committee in the proposed budget for
the next fiscal year.

So I truly appreciate it and we will be following up with each of
you and other members of your organizations as we try to develop
a response. And obviously, it is going to be contingent upon getting
more specifics on these proposals as well.

But I really appreciate it and we are going to do everything we
can to ensure that the SBA and its resources are targeted effi-
ciently and effectively to the people it is intended to serve. So I
truly appreciate your being here today.

The record for this hearing will remain open for an additional 2
weeks until noon on March 3rd. Certainly any written questions for
Administrator Barreto must be sent to the Committee by noon on
March 3rd and we will forward them to the Administrator at that
time with a request for response by April 1st.

So again I thank all of you for joining us here this morning and
for being so responsive.

With that, the hearing is adjourned
[Whereupon, at 12:00 p.m., the hearing was adjourned.]

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00096 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



91

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00097 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



92

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00098 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



93

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00099 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



94

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00100 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



95

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00101 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



96

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00102 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



97

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00103 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



98

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00104 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



99

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00105 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



100

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00106 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



101

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00107 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



102

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00108 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



103

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00109 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



104

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00110 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



105

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00111 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



106

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00112 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



107

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00113 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



108

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00114 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



109

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00115 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



110

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00116 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



111

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00117 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



112

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00118 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



113

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00119 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



114

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00120 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



115

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00121 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



116

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00122 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



117

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00123 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



118

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00124 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



119

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00125 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



120

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00126 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



121

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00127 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



122

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00128 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



123

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00129 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



124

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00130 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



125

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00131 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



126

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00132 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



127

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00133 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



128

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00134 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



129

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00135 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



130

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00136 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



131

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00137 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



132

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00138 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



133

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00139 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



134

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00140 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



135

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00141 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



136

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00142 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



137

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00143 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



138

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00144 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



139

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00145 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



140

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00146 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



141

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00147 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



142

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00148 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



143

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00149 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



144

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00150 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



145

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00151 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



146

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00152 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



147

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00153 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



148

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00154 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



149

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00155 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



150

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00156 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



151

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00157 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



152

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00158 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



153

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00159 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



154

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00160 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



155

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00161 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



156

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00162 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



157

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00163 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



158

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00164 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



159

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00165 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



160

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00166 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



161

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00167 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



162

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00168 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



163

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00169 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



164

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00170 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



165

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00171 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



166

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00172 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



167

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00173 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



168

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00174 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



169

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00175 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



170

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00176 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



171

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00177 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



172

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00178 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



173

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00179 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



174

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00180 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



175

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00181 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



176

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00182 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



177

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00183 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



178

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00184 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



179

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00185 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



180

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00186 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



181

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00187 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



182

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00188 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



183

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00189 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



184

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00190 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



185

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00191 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



186

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00192 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



187

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00193 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



188

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00194 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



189

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00195 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



190

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00196 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



191

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00197 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



192

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00198 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



193

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00199 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



194

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00200 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



195

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00201 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



196

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00202 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



197

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00203 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



198

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00204 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



199

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00205 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



200

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00206 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



201

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00207 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



202

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00208 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



203

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00209 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



204

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00210 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



205

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00211 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



206

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00212 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



207

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00213 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



208

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00214 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



209

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00215 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



210

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00216 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



211

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00217 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



212

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00218 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



213

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00219 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



214

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00220 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



215

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00221 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



216

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00222 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



217

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00223 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



218

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00224 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



219

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00225 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



220

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00226 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



221

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00227 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



222

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00228 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



223

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00229 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



224

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00230 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



225

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00231 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



226

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00232 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



227

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00233 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



228

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00234 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



229

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00235 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



230

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00236 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



231

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00237 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



232

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00238 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



233

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00239 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



234

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00240 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



235

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00241 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



236

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00242 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



237

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00243 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



238

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00244 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



239

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00245 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



240

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00246 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



241

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00247 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



242

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00248 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



243

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00249 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



244

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00250 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



245

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00251 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



246

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00252 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



247

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00253 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



248

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00254 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



249

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00255 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



250

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00256 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



251

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00257 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



252

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00258 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



253

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00259 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



254

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00260 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



255

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00261 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



256

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00262 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



257

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00263 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



258

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00264 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



259

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00265 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



260

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00266 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



261

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00267 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



262

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00268 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



263

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00269 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



264

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00270 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



265

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00271 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



266

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00272 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



267

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00273 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



268

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00274 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



269

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00275 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



270

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00276 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



271

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00277 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



272

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00278 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



273

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00279 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



274

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00280 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



275

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00281 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



276

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00282 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



277

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00283 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



278

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00284 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



279

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00285 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



280

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00286 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



281

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00287 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



282

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00288 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



283

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00289 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



284

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00290 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



285

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00291 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



286

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00292 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



287

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00293 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



288

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00294 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



289

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00295 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



290

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00296 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



291

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00297 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



292

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00298 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



293

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00299 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



294

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00300 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



295

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00301 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



296

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00302 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



297

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00303 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



298

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00304 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



299

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00305 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



300

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00306 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



301

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00307 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



302

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00308 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



303

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00309 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



304

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00310 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



305

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00311 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



306

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00312 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



307

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00313 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



308

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00314 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



309

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00315 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



310

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00316 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



311

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00317 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



312

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00318 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



313

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00319 Fmt 6601 Sfmt 6601 D:\DOCS\92957.TXT SSC1 PsN: SSC1



314

Æ

VerDate 03-FEB-2003 12:37 Jul 16, 2004 Jkt 092957 PO 00000 Frm 00320 Fmt 6601 Sfmt 6611 D:\DOCS\92957.TXT SSC1 PsN: SSC1


